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INDEPENDENT AUDITORS' REPORT 

Ochsner Health System; 

We have audited the accompanying consolidated halance sheets of Ochsner Health System (OHS) and its 
snhsidiarics as of Dcccmher 31, 2010 and 2009, and the related consolidated statements of operations, 
changes in net assets and cash flows for the years then ended. These consolidated financial statements arc 
the responsibility of OHS' management. Our responsibility is to e.\press an opinion on tliese fniancial 
statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes consideration of 
internal control over fmancial reporting as a basis for designing audit procedures that are appropriate in 
the circumstances, but not for the puipose of expressing an opinion on the effectiveness ofthe OHS' 
internal control over financiai reporting. Accordingly, wc e.\press no such opinion. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial 
position of OHS as of December 3 K 2010 and 2009, and the results of its operations, changes in its net 
assets, and its cash flows for the years then ended in conformity with accounting principles generally 
accepted in the United States of America. 

' t : x iSs i^ 'c X'S^̂ sit̂ a.. L-U.9 

March 31, 2011 

Member of 
Deloitte Touche Tohmatsu 



OCHSNER HEALTH SYSTEM AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS 
AS OF DECEMBER 31, 2010 AND 2009 
(In thousands) 

2010 2009 
ASSETS 

CURRENT ASSETS: 
Cash and cash equivalents 
Assets limited as to use required for current liabilities 
Patient accounts receivable — net 
Accounts receivable other 
Pledges receivable — net 
Inventories 
Prepaid expenses and other current assets 
Estimated third-party payor settlements — net 

Total current assets 

ASSETS LIMITED AS 'TO USE: 
By board for capital improvements, charity, research, and other 
Under bond indenture agreements 
Under loan agreements 
Under self-insurance trust fund 
Donor-restricted long-term invcsUnents 

Total assets limited as to use 

Less assets limited as to use required for current liabilities 

Noncurrent assets limited as to use 

INVESTMENTS IN UNCONSOLIDATED AFFILIATES, 
REAL ESTATE AND OTHER 

PROPERTY —Net 

GOODWILL —Net 

FNTANGIBLE ASSETS — Net 

OTHER ASSETS 

TOTAL 

$ 93.861 
3,754 

197.882 
16,850 
6,297 

35.788 
20,703 

5,675 

380.810 

319,779 
29.009 

2,428 
8.587 

45.831 

405,634 

(3J54) 

401,880 

7,758 

547,718 

43,097 

11.556 

11,547 

$1,404,366 

$ 46,641 
2,189 

195.322 
18.823 
3.289 

32.048 
13.477 
19.498 

331,287 

255,645 
37,191 

1,544 
10,156 
43,306 

347.842 

(2,189) 

345,653 

7,683 

494,754 

42,693 

11,509 

7,587 

$1,241,166 

See notes to consolidated financial statements. 
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LIABILITIES AND NET ASSETS 
2010 2009 

CURRENT LIABILITIES: 
Accounts payable 
Accrued interest 
Accrued salaries and wages 
Accrued compensation for absences 
Deferred revenue 
Other 
Pension and postretirement obligations — current portion 
Bonds payable — current portion 
Notes payable — current portion 
Long-term debt — current portion 

Total current liabilities 

PENSION AND POSTRE'TIREMENT OBLIGATIONS 

BONDS PAYABLE 

LONG-TERM DEBT 

OTHER LONG-TERM LIABILITIES 

Total liabilities 

COMMITMENTS AND CONTINGENCIES (Notes 4 and 14) 

$ 73.993 
3.033 

52.960 
31.768 
2,759 

42,399 
5,430 
5,100 

52,969 
J,uy/ 

273,508 

72,264 

439,415 

73,405 

11,437 

870,029 

$ 49,698 
3,063 

38.938 
28.263 
1,643 

41,554 
8,475 
4,850 

32,969 
bz:> 

210,078 

61,660 

444,240 

53.002 

12.407 

781,387 

NET ASSETS: 
Unrestricted 
'Temporarily restricted 
Permanently restricted 

Total net assets 

479,540 
32,432 
22.365 

411,245 
26,5 1 1 
22,023 

534,337 459,779 

TOTAL $ 1,404,366 $ 1,241,166 



OCHSNER HEALTH SYSTEM AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF OPERATIONS 
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009 

(In thousands) ^ _ _ 

UNRRSTRICTED F^IZVENUES: 
Net paticni service revenue 
Other opcratitig revenue 
Net usscis rck'Liscd from rcslriciions used (or operations 

Total unrestricted revenues 

E.XPENSES: 
Salaries and wages 
Benefits 
Depreciation and amortization 
Interesi 
Medical sci"viccs to outside providers 
Medical supplies und services 
Provision for bad debts 
Otiiei" t>peraling expenses 

Total expenses 

OPERATING INC:OME 

NONOPERATING GAINS ANO LOSSES --- Investment and other gains — net 

EXCESS OF REVENUES OVER EXPENSES 

CHANGE IN NET UNREALIZED GAINS 

NET ASSETS RELEASED FROM RESTRICTIONS USED FOR CAPITAL ACQUISITIONS 

INCREASE IN UNRESTRICTED NET ASSETS BEFORE EFFECT OF PENSION RELATED 
CHANGES OTHER THAN NET PERIODIC PENSION COSTS AND CUMULATIVE 
EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE 

PENSION RELATED CHANGES OTHER THAN NET PERIODIC PENSION COSTS 

OTHER 

CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE— Reclassification 

oTnet assets 

INCREASE IN UNRESTRICTED NET ASSETS 

2010 2009 

S 1,742.869 
78,925 
3.4()I 

1,825.255 

762,579 

112,910 
57,650 
26.027 
124,933 
263,804 
126.955 
302..nS3 

1.777.250 

48.005 

14.172 

62,177 

15,176 

4.564 

S I,5S7.S29 
69.346 
3.050 

1,660,225 

689,434 
107,240 
60.423 
24,475 
114.601 
241.266 
123.665 
267.234 

l,62S,33S 

31,887 

12,185 

44,072 

34,S9S 

4,911 

81.917 

(13.502) 

(120) 

85,881 

51,961 

42 

68,295 S 135,884 

Sec notes to consolidated financial statements. 



OCHSNER HEALTH SYSTEM AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS 
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009 
(In thousands) 

2010 2009 

UNRESTRICTHD NET ASSETS: 
Excess of revenues over expenses 
Change in net Linrealizcd gains 
Net assets released from restrictions iLsed for capital acquisilions 
Pension related changes other than net periodic pension costs 
Other 
Ciinuilative elTecl of change in accounling principle — Reclassification 
of net asseis 

Increase in unrestricted net assets 

TEMPORARILY RESTRICTED NET ASSETS: 
Contributions 
Investment income — net of payments to beneficiaries 
Other 
Net assets released from restrictions: 

Operations 
Capital acquisitions 

Cumulative effect of change in accounting principle — Reclassification 
of net assets 

Increase in temporarily restricted net assets 

PERMANENTLY RESTRICTED NET ASSETS — Contributions 

Increase in pennanently restricted net asseis 

INCREASE IN NET ASSETS 

NET ASSETS - - Beginning of year 

NET ASSETS — End of year 

S 62,177 
15,176 
4,564 

(13,502) 
(120) 

68,295 

10,774 
3.172 

(3,461) 
(4,564) 

5,921 

342 

342 

74,558 

459,779 

$534,337 

S 44,072 
34.898 
4,911 
51,961 

42 

135,884 

4,487 
4,723 

2 

(3,055) 
(4,911) 

(42) 

1,204 

1,368 

1,368 

138,456 

321,323 

$459,779 

See notes lo consolidated financial statements. 



OCHSNER HEALTH SYSTEM AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31. 2010 AND 2009 
(In thousands) 

2010 2009 

CASH ri.OW.S FROM Ol'I.-KA'TINC; ACTIVITIES; 
Increase in net assL-ts 
Adjustmodt.s to ict;oiii.ik iiicieiLSe in nut a.<;scts u> net cash provided L)\' ci|iciulinj^ iiclivilics: 

I'en.'iion related clianiies other than net pei iodic pension cosis 
IDopreeiytion and ainorlizali(^n 
Provision Ibr bad debts on [jatienl accounts and other receivables 
C'onlrihution.s restricted for kmy-tcrin investnienis 
ConViihuiit^ns icsliictcd fur enpHiil iiciiviisiuuns 
N'et realized and iinreah/eil yains on invesiiuents 
Gain on ncquisition of'CJch.<;ncr Medical Cenier — Nonhslioie LLC (Note 2) 
I..i:>ss {v.aiii) on disposal ut" fixed a.̂ sets — net 
Gain on sale ot'Ochsnei lion)e I lealth Corporation and St. Anne Home \ leaUli (Note I') 
Changes in operating asseis aiul liiihiliiiL'.';' 

I'atient accounts rctctvablc 
Odicr cuirent and noncurrent asseis 
Accounts payable 
Accrued iniercst and othci liabilities 

Net cash pii.)vided b\' operating acii\ilies 

CASH I-1.0W.S TROM INVIZ.STING ACTIvn[r..S: 
Purchases of'asscrs uhosc use is limited and <ither invcsiniciits 
AccjuisitKni of Ochsner Met.lical Cenier — Northshore LLC (Note 2) 
.Sales and niaiurities ol'assets v^hose use is limued and ndier investments 
Capital c:^pciiditures 
Pioceeds from asset disposal 
Proceeds from sale of Ochsnei Monie lleallh Corporation and .St Anne Home Ilealth (Note 1) 
Acquisilion of Ochsnci DVIII. LLC fNoie 2) 
Purchase of accounts receivable 

Net cash used in investing activities 

CASM FLOWS KF̂ OM FINANCING ACTIVITIIZS: 
Repayment of bonds payable and long-term debt 
Net draws (payments) on notes payable 
Pioceeds (iom contributions restricted for long-tenn invesunents 
Proceeds (iom contributions restricted for capital acquisitions 

Net cash used in (provided by) financing activities 

NKT INCRr.ASn IN CASH AND CASH ['OUIVALENTS 

CASH AND CASH LOUIVALKNIS — Beginning of year 

CASH AND CASH RQUIVALLNTS — End of year 

SUPPLLMTiNTAL DISCLOSURF. — Cash paid for interesi (net of amounts capitalized) 

SUPPLEMENTAL NONCASH INVESTING AND FINANCING AC'l IVITIES; 
Properly purchases included in accounts payable 

The purchase of Ochsner Medical Center —Northshore LLC in April 2010 was funded partially 
by 523,640,000 in extemal financing. 

In 2009, OHS financed equipmenl of $4,614,000 (Note ^). 

$ 74,55S 

13,502 
^7,659 

1 26,055 
(342) 
t^MM 

( I K : . ' O S I 

(3,327) 
1 1 I 

(129,5151 
( l ,74S) 
25,S>I2 
1 1.105 

155,340 

{7f-.,.4')I) 
(in.SHC) 
40.329 

(74,272) 
620 

(730) 

( 121,424) 

(S,450) 
20,790 

342 
563 

13,245 

47,220 

46.641 

S 93 M i 

$ 24.031 

$ 3,578 

$ I3K,456 

(51.961) 
60,423 

124.211 
(L3(.8) 

V357> 
(40,547) 

(2SJ 
(^>,645) 

(115,397) 
713 

(17.577) 
25.221 

1 12,144 

(22,872) 

5,717 
(41,380) 

806 
7,402 

(26,250) 

(76.577) 

(6,147) 
(4,615) 

1,368 
357 

^9,037) 

26,530 

20,111 

$ 46.641 

S 25,098 

S 1.961 

See notes to consolidated tniiincial staiemenis 



OCHSNER HEALTH SYSTEM AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009 

1. SUMMARY OF SIGNIFICAM ACCOUN IING POLICIES 

Organization — Ochsner Mcalth System (OHS or '"Ochsner") is u not-tbr-proCil, won stock membership 
corporation formed during 2006 as the parent company of Ochsner Clinic Foundation (OCF) and 
Ochsner Community Hospitals (OCH). 

In September 2006, OCF amended its articles of incorporation and by-laws to provide that OHS is the 
sole member of OCF with the authority lo appoint the community directors of OCF, constituting a 
majority of its OCT board of directors. The consolidated balance sheets and statements ofactivilies of 
OCF as of and for the years ended December 31, 2010 and 2009, have been included in the OHS 
consolidated tniaiicial siatements. 

OCF (formerly Alton Ochsner Medical Foundation or Foundation), located in New Orleans, Louisiana, 
is a not-for-profit institution reporting its activities in the following net asset categories: 

Unrestricted: 
Foundation Activities 
Ochsner Foundation Mospital C'l-Iospital") 
Ochsner Foundaiion Hospital - Westbank Campus 
Research 
Education 
Ehnwood Fitness Center 
Brent House Corporation 
Ochsner Home Health Corporation (dissolved December 2009) 
Ochsner Clinic LLC ("Clinic") 
Gulf Cost Physician Network LLC (GCPN) 
Ochsner Bayou LLC 
East Baton Rouge Medical Center LLC ("Ochsner Medical Center- Baion Rouge") 
Ochsner DME LLC (formed December 2009) 
Ochsner System Protection Company (formed December 2009) 
Ochsner Medical Cenier - Northshore LLC (formed April 2010) 

Temporarily restricted: 
Foundation Activities 
Research 
Education 

Permanently restricted: 
Foundation Activities 
Research 

-7 



On August 31, 2001, the Foundation and the Clinic effected a merger transaction resulting in the net 
assets of Ochsner Clinic, LLC being acquired by Ali(.>n Ochsner Medical Foundation. Ochsner 
Clinic, LLC is a multi-specialty group physician practice operating out of three primary locations and 
several satellite clinics in the New Orleans and Baton Rouge areas. In connection therewith, the name of 
Alton Ochsner Medical Foundation was changed to Ochsner Clinic Foundation (OCF), and the Clinic 
became a wholly owned subsidiary of OCF. As part ofthe merger transaction, the Foundation purchased 
the membership interests ofthe former members ofthe Clinic and the Foundation became the sole 
member ofthe Clinic. 

The Hospitafs medical and teaching staffs consist of physicians associated with the Clinic, a group 
practice of over S50 physicians. OCF also engages in a wide range of medical research, which is 
conducted by the Clinic's physicians. OCF established the Brent House Corporation to acquire and 
operate the Brent House Hotel for the general benefit ofthe patients of OCF. 

In 2009. OCF formed Southeast Louisiana Homecare, LLC (SLII), a joint venture with a third party. 
Coincident therewith, OCF sold 100% ofthe assets of Ochsner Home Health Corporation and St. Anne 
Home Health, including related licenses, to SLH and received consideration of S7,402,000 in cash and a 
25% membership interesi in SLH. SLH operaies as a home health agency and is being accounted for on 
the equity method of accounling by OCF subsequent to the sale. Also in 2009, Ochsner DME LLC and 
Ochsner System Protection Company LLC were established. Ochsner DME LLC was fonned for the 
purpose of selling and leasing durable medical equipment and Ochsner System Protection Company, 
LLC operates as a wholly-owned captive insurance company domiciled in the state of Louisiana. 

In 2010, OCF purchased Northshore Regional Medical Center from Tenet Healthcare Corporation and 
Healthcare Property Partners. The facility operates as Ochsner Medical Center - Northshore (see 
Note 2). 

OHS is also the sole member of Ochsner Community Hospitals (OCH), a not-for-profit entity formed in 
July 2006 to acquire three former Tenet hospitals in Ihe greater New Orleans area. The acquisition ofthe 
hospitals took place on October 1, 2006. The individual hospitals were formed as not-for-profit, wholly 
owned limited liability subsidiaries of OCH and were as follows: 

• Ochsner Medical Center Kenner, LLC — formerly Kenner Regional iMedical Center in Kenner, 
Louisiana 

• Ochsner Medical Center Westbank, LLC — formerly Meadowcrest Hospital in Gretna, Louisiana 
(until the facility's operations were transferred to OCF on September 14, 2008). 

• Ochsner Baptist Medical Center, LLC — formerly Memorial Medical Center in New Orleans, 
Louisiana 

Basis of Presentation and Principles of Consolidation — The consolidated fmancial statements have 
been prepared in conformity with accounting principles generally accepted in the United Stales of 
America. The consolidated fmancial siatements include the accounts of OCF, OCH, and their wholly 
owned subsidiaries. All intercompany accounts and transactions have been eliminated in the 
consolidation. 
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Use of Estimates - The preparation of financial statements in conformity with accounting principles 
generally accepted in the L.'nitcd States ofAmcrica requires management to make esiitnaies and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the dale ofthe financial statements. Rstimates also affect the reported amounts of 
revenues and expenses during the reporting period. Of particular significance to OHS' financial 
statements arc pension assumptions, allowances for doubtful accounts and estimates of amoimts to be 
received under government healthcare and other provider contracts. Actual results could differ from 
those estimates. 

Charit>' Care — OHS. through OCF and OCH, provides care to patients who meet certain criteria 
under its charity care policy without charge or at amounts less than its established rales. Records of 
charges foregone for services and supplies furnished under the charily care policy arc maintained lo 
identify and monitor the level of charily care provided. Fiecause OHS does not pursue collection of 
amounts determined to qualify as charity care, they are not reported as revenue. (Tiarges foregone ibr 
cliarity care, based on established rates, were approximately 52,335,000 and $2,084,000 during the years 
ended December 31, 2010 and 2009, respectively. 

('ash and C-ds\i Equivalents — Cash and cash equivalents include investments in highly liquid debt 
instruments with a maiurily of three months or less when purchased, excluding amounts whose use is 
limited by board designation or under bond indenture agreements. 

Inventories — Inventories are slated at the lower of first-in, first-out cost or market. 

Pledges Receivable — Unconditional promises to give are recogni^^ed as revenues at their fair values in 
the period received. Pledges receivable are recorded net of necessary discounts and allowances. 

Investments — Investments in equity securities with readily determinable fair values and all 
investments in debt securities are measured at fair value in the consolidated balance sheets. Investments 
also include investments in private equity funds, hedge funds, real estate funds, offshore fund vehicles, 
funds of funds and common/collective trust funds structured as limited liability corporations or 
partnerships or trusts. These investments are termed alternative investments in the notes to the financial 
statements and those without readily marketable fair values are accounted for under the equity method, 
which approximates fair value. Investment income or loss (iitcluding realized gains and losses on 
investments, interest and dividends) is included in the excess of revenues over expenses in unrestricted 
net assets (performance indicator) unless the income or loss is restricted by donor or law. Unrealized 
gains and losses on investments are excluded from the excess of (deficiency in) revenues over expenses. 
If management believes a decline in the value of a particular investment is temporary, the decline is 
included in unrealized losses on the consolidated statements of operations. If the decline is evaluated as 
being "other than temporary," the carrying value ofthe investment is written down and a realized loss is 
recorded in the consolidated statements of operations. OIIS recorded impairment charges on investment 
securities of approximately $813,000 and $3,841,000 for the years ended December 31, 2010 and 2009, 
respectively. 

Assets Limited As to Use — Assets limited as to use primarily include assets held by trustees under 
indenture agreements, investments restricted by donors, and designated assets set aside by the Board of 
Trustees primarily for future capital improvements, over which the Board retains control and may at its 
discretion subsequently use for other purposes. Amounts required to meet current liabilities ofthe 
Foundation have been classified in the consolidated balance sheets as current assets. 



Property — Net — Property improvements and additions are recorded at cost and capitalized and 
depreciated on the straight-line basis over the following estimated useful lives oithe asseis. as follows: 

Years 

Land improvements 5-25 
Buildings and building improvements 10-40 
Leasehold improvements 12-20 
Lquipment. furniture, and fi.xlures 1 -20 

Impairment of Long-Lived .\ssets OIIS periodically evaluates the carrying value of long-lived 
assets to be held and used when events and circumstances w^irrant such a review. The canying value of a 
long-lived asset is considered impaired when the anticipated undiscounted cash flow from such asset is 
separately identifiable and is less than its carrying value. In that event, a loss is recognized based on the 
amount by which the carrying value exceeds the fair market value ofthe long-lived asset. Fair market 
value is determined primarily using the anticipateti cash flows discounted at a rale commensurate with 
the risk involved. Lo.sses on long-lived asseis to be disposed of are determined in a similar manner, 
except that fair market values are reduced for die cost lo dispt>se. 

Capitalization of Interest — OIIS capitalizes interest expense on qualifying construction in progress 
expenditures based on an imputed interest rale estimating the OHS" average cost of borrowed funds for 
the project. Such capitalized interest becomes part of ihe cost ofthe related asset and is depreciated over 
its estiinaled useful life. Capitalized interest costs totaled $278,000 and $864,000 for the years ended 
December 31, 2010 and 2009, respectively. 

Goodwill and Intan^^ible Assets — Goodwill and intangible assets, consisting primarily of trade name 
and employment contracts, were recorded as a result of OCF's merger with the Clinic in 2001. Goodwill 
and intangible assets were amortized on a straight-line basis over periods generally ranging from 2 to 
20 years as required under Accounting Principles Board (APB) Opinion No. 17, Intangible Asset.s 
through December 31, 2009. Effective fiscal 2010, goodwill and intangible assets with indefniite useful 
lives are no longer amortized in accordance with ASC 350, Intangibles •• Goodwill and Other (see "New 
Accounting Pronouncements'' section). 

Deferred Revenue — OHS, tlirough OCF, engages in research activities funded by contracts from 
U.S. Government agencies and other private sources. Revetiue related to grants and contracts is 
recognized as the related costs are incurred. 

Deferred Financing Costs — In connection with the issuance ofthe series 2007 bonds and notes 
payable (see Notes 7 and 8), fmancing costs approximating $5,675,000 were capitalized and are being 
amortized over the respective lives ofthe bonds. Accumulated amortization of these deferred financing 
costs approximated $537,000 and $374,000 at December 31. 2010 and 2009, respectively. 

Professional and General Liability Insurance — Professional and general liability claims have been 
asserted against OIIS by various claimants. The claims are in various stages of processing and some may 
ultimately be brought to trial. Incidents occurring through December 31, 2010, may resuU in the 
assertion of additional claims. OHS participates in a risk management program to provide for 
professional and general liability coverage. Under this program, OCF carries professional and general 
liability insurance coverage for up to $40 million each of annual aggregate claims subject to certain 
deductible provisions and OCH carries professional and general liability insurance coverage for up to 
$25 million each of annual aggregate claims subject to certain deductible provisions. 
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OCF. with the exception of Ochsner Medical Center West Bank. Ochsner Medical Center - North 
Shore, and Ochsner Medical Center - Baton Rouge, is self-insured with respect to the first $3,000,000 of 
each claim for professional liability with an aggregate exposure of $6,000,000. General liability claims 
are subject lo a retention of SI .000.000 per claim and 52.000,000 aggregate (up to an annual combined 
aggregate of $8,000,000). I'or Ochsner Medical Center - West Bank and Ochsner Medical Center -
Northshore I.I.C, the retention is reduced lo SI00,000 for each individual general and professional 
liability elaim. OCH is self-insured with respect lo the first 5100,000 of each claim for professional 
liability. General liability claims are subject to a retention of $100,000 per claim. 

As stated below, professional liability claims are limited by Louisiana statute to $100,000 per 
occurrence. OCF and OCH have made contributions to a trust fund held by a financial institution. The 
aruount to be contributed to this fund is determined annually by an independent actuary. Disbursements 
are made from the fund ibr self-insured professional and general liability claims, claims administration 
costs and legal fees. The trust fund assets total approximately $8,587,000 and $10,156,000 at 
l.)eeember 31, 2010 and 2009. respectively. The estimated liability recorded by OHS for claims at 
December 3 I, 2010 and 2009, based on the actuarial report mentioned above is approximately 
$12,341,000 and $12,346,000 respectively. The estimated liability was diseounled al i .5% for OCF and 
2.7% Ibr OCH al Deceniber 31, 2010. The estimated liability was discounted at 4.5% for OCF and 4.1% 
for OCH at December 31. 2009. Amounts accrued relate to funding for fiscal 2010 and. upon payment, 
will increase the fund to a balance which approxunales the actuarial liability. If the risk management 
program is terminated, the trust fund balance, if any. reverts to OHS after satisfaction of outstanding 
claims. Any proceeds from such a reversion would be used to reduce future costs for liability coverage. 

Ochsner Medical Cenier - Baton Rouge has its own policy for professional liability claims, which does 
not include a retention, i'he estimated liability recorded by Ochsner Medical Cenier- Baton Rouge for 
claims al December 31. 2010. based on the actuarial report discounted at 4.0% is approximately 
$531,000. 

In 1975, the State of Louisiana enacted the Medical Malpractice Act. The Act established the Patient's 
Compensation I'und and limited recovery in medical malpractice cases to $500,000, the fir.st $100,000 of 
which is payable by the health care provider and the remainder of which is payable by the Patient's 
Compensation Fund for participants in the fund. OHS participates in the Patient's Compensation Fimd. 
The limitation on recovery has been challenged and. to date, successfully defended in the courts. 
Expenditures recorded by OHS for participation in the Patient's Compensation Fund for the years ended 
December 31, 2010 and 2009, were approximately $20.561,000 and SI 8.179,000, respectively. 

Estimated Workers' Compensation and Employee Health Claims — The provisions for estimated 
workers' cotnpensation and employee health claims, totaling $8,383,000 and $8,675,000 at 
December 31, 2010 and 2009, respectively, include estimates for the ultimate costs for both reported 
claims and claims incurred but not reported in accordance with Financial Accounting Standards Board 
(FASB) Accounting Standards Codification (ASC) 450. Contingencies. These estimates incorporate 
OHS' past experience, as well as other considerations, including the nature of claims, industry data, 
relevant trends, and the use of actuarial infomiation. 

Temporarily and Permanently Restricted Net Assets — Temporarily restricted net asseis are those 
w ĥose use by OHS has been limited by donors to a specific time period or purpose. Permanently 
restricted net assets have been restricted by donors to be maintained by OHS in perpetuity. 

Consolidated Statement of Operations — For purposes of presentation, all revenues and expenses are 
reported as operating except for invesiment income, which is reported as nonoperating. 
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Excess of Revenues Over Expenses — The consolidated siatements of operations and changes in net 
asseis include excess of (deficiency in) revenues over expenses. Changes in unrestricted nel asseis, 
which are excluded from excess of (deficiency in) revenues over expenses, consistent with indusliy 
practice, include unrealized gains and losses on investments, contributions of property and equipment, 
contributions used to acquire property and equipment. an<l pension related changes other than net 
periodic pension costs. 

Donor-Restricted Gifts — Uncondifional promises to give cash and other asseis are reported al fair 
value al the date the promise is received, which is then treated as cost. 1'he gifts are reported as either 
temporarily or permanently restricted support if they are received with donor stipulations that limit the 
use ofthe donated assets. When a donor reslriciion expires, that is. when a stipulated lime restriction 
ends or purpose restriction is accomplished, temporarily restricted net asseis are reclassified as 
unrestricted net assets and reported in the consolidated statements of operations as net assets released 
from restrictions. 

Fair Value of Financial Instruments - The following methods and assumptions were used by OIIS in 
estimating the fiir value of its financial instruments: 

Current .Assets and Liabilities — 01 IS considers the carrying amounts of financial instruiuents 
classified as current as.sets and liabilities lo be a reasonable estimate of their fair values. 

Investnienis — The lair values of OIIS' marketable equity and debt securities are based on quoted 
market prices in an active market. The carrying amounts reported in the consolidated balance sheets 
ibr OILS' other investments approximate fair value (See Note 16). 

Bonds Payable — The fair values of OHS' revenue bonds are based on currently traded values of 
similar financial instruments as disclosed in Note S. 

Notes Payable ami Long-Tertn Debt OIIS considers the carrying value of its notes payable lo 
approximate fair value at December 31, 2010 chie lo the variable nature ofthe interest rate. 

Income Taxes — OHS and its subsidiaries qualify as tax exempt organizations under 
Section 501 (c)(3) and^or 509 (a)(l )/(3) ofthe Internal Revenue Code and are exempt from Federal and 
Stale inconie taxes. 

Concentration of Credit Risk — OHS grants credit without collateral to its patients, most of whom are 
local residents and are insured under third-party payor agreements. 

Risks and Uncertainties — OHS' business could be impacted by continuing price pressure on new and 
renewal business, OHS' ability to effectively conlrol health care costs, additional competitors entering 
OIIS' markets, and Federal and Stale legislation in the area of health care refonn. Changes in these areas 
could adversely impact OHS' operafions in the future. 

Reclassifications — We have recast certain amounts for prior periods to confomi to our 2010 
presentation. Current and noncurrent portion of long-term debt of $625,000 and $7,908,000, 
respectively, was reclassified from notes payable - current porfion and other long-term liabilities, 
respecfively, to long-term debt - current portion and long-term debt, respectively. 
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New Accounting Pronouncements — In .January 2010, the I'ASB issued Accounting Standards Update 
(ASU) 2010-07. which codifies ASC 350, Intangibles - Goodwill and Other. ASU 2010-07 provides 
guidance on how a not-for-profit entity determines w^hether a combination is a merger or an acquisition, 
applies the caiTyover method in accounting for a merger, applies the acquisition method in accounling 
for an acquisifion, including determining which ofthe combining entifies is the acquirer: and determines 
what infonnation to tlisclosc to enable users of financial .statements to evaluate the nature and financial 
effects of a merger or an acquisition. ASU 2010-07 is elTectivc prospectively for mergers that occur at or 
aiU-r the beginning of an initial reporting period that begins on or after December 15, 2009, and 
acquisilions that occur at or afier the beginnnig ofthe first annual reporfing period that begins on or after 
December 15. 2009. In addition, AStJ 2010-07 applied previously issued guidance regarding the 
periodic impainiicnt evaluation for goodwill and the accounting for noncontrolling interests lo not-for-
profit enfilies for reporting periods beginning on or after December 15. 2009. OIIS adopted ASU 2010-
07 on January 1, 2010 and as a result, goodwill and trade name were no longer amortized. resuUing in a 
decrease in amortization expense of $4,640,000 in the statement of operations for fiscal year 2010. OHS 
will review goodwill and intangible asseis for impairment al least annually. Tliere was no impact to 
OHS' financial statements related lo the adoption ofthe provisions related lo the accounting for 
nonconlrollitig interests. 

In August 200S, the f ASB issued I'ASB Staff Position 117-1, /Endowments of Not-for-Profit 
Organizations: Net Asset Classification of Funds Subject to an Enacted Version ofthe Uniform Prudent 
Management of Institutional Funds Act (UPMIFA), and Enhanced Disclosure for All Endowment Funds 
(I-SP I'AS 117-1). FSP I'AS 117-1 was codified m June 2009 as ASC Topic 205-958-45, Presentation -
Not for Profit Entifies (ASC 205). ASC 205 provides guidance on the net asset classification of donor-
restricted endowment funds for a not-for-profit organization that is subject lo an enacted version of 
L.PMIFA. which the state of Louisiana enacted the on July 1. 2010. OHS retroactively adopted the 
provisions of UPMIFA ami ASC 205 as of January 1, 2000. and as a result, reclassified $42,000 of 
temporarily restricted net assets as of December 3 I, 2009 to unreslricted net assets. These 
reclassifications have been reported as a cumulative elTeci of change in accounting principle in the 
statement of operations for the yearended December 31, 2009. In addifion lo this reclassification of net 
asseis, $467,000 of net gains on investments that were reported previously as unrestricted gains on 
investments, net of distributions, have been reclassified to temporarily restricted income on investments 
in the statement of operations for the yearended December 31, 2009. 

2. BUSINESS COMBINATION AND PURCHASE ACCOUNTLNG 

Ochsner Medical Center Northshore LLC — On April 1, 2010, OHS purchased Northshore 
Regional Medical Center in Slidell, Louisiana from Tenet Healthcare Corporafion and Healthcare 
Property Partners. The facility will operate as Ochsner Medical Center - Northshore LLC. 

Total purchase price for the facility was approximately $32,800,000 in addifion to net asset adjustments 
and closing costs of $617,000. The acquisition was funded through cash on hand at the dale of 
acquisition as well as through external financing. As part ofthe acquisition, OHS allocated the purchase 
price lo the acquired assets and liabilities. 

The financial statements ofthe facility acquired primarily consist of property, plant, and equipmenl and 
working capital items. The following is a sunmiary ofthe funding sources for these transactions (in 
thousands): 

Cash $10,886 
Exlenial financing 23,640 

Total sources of acquisilion funding S 34,526 
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The purchase price allocafion has been prepared on a preliminary basis and changes may occur as 
additional information becomes available. The following is a summary ofthe estimated fair values ofthe 
assets acquired and liabililies assumed as ofthe date ofthe acquisition (in thousands): 

inventor)' $ 1.648 
Prepaid expenses and other cun-ent assets 114 
Property, plant, and equipment 32,800 
Other assets 1,404 

Total asseis acquired 35.966 

Total liabilities assumed 1,440 

Purcliase price $34,526 

Ochsner D.ME Lr.C— On December 27, 2010. OHS purchased Total Ilealth Solutions, a healthcare 
products, supply and solutions business licensed to provide durable medical equipment from Healthcare 
Development Group, L.L.C. The entity will operate as Ochsner Durable Medical Equipmenl, L.L.C. 
(Ochsner DME LLC). 

Total purchase price for the fiicility was approximately $730,000 in addition to net asset adjustments. 
The acquisition was funded through cash on hand at the dale of acquisifion. As part of Ihe acquisilion. 
OHS allocated die purcha.se price to the acquired assets and liabilities. 

fhe purchase price allocation has been prepared on a preliminary basis and changes may occur as 
additional infonnation becomes available. The ibilowing is a summary ofthe esfimated fair values of the 
assets acquired and liabililies assumed as ofthe date ofthe acquisition (in thousands): 

Inventory S 231 
Property, plant, and equipment , 95 

Goodwill 404 

Total assets acquired 730 

Purchase price $730 

3. INVESTMENTS 

A summary ofthe carrying value of OHS' investments at December 31, 2010 and 2009, follows (in 
thousands): 

2010 2009 

Marketable equity securities 
Money market funds 
Fixed income investmems 
Alternative 
Real estate 
Investment in unconsolidated affiliates 
Cash and cash equivalents 
Other 

Total 

$153,349 
104.453 
81,251 
58,229 

5,441 
3,391 
2,974 
4,304 

$413,392 

SI 23.277 
78,348 
92,184 
42,050 

5.441 
3.317 
2,709 
8,199 

$355,525 
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Investment income and other gains and losses are classified as nonoperating and are comprised of 
interest and dividend income of S9.4S2.000 and $7,003,000 and realized nel gains on sales of securifies 
of $4,690,000 and S5.292.000 for the years ended December 31, 2010 and 2009. respeeUvely. 

Alternative investments — Allernafive investments include private equity funds, hedge funds, real 
estate funds, offshore fund vehicles, funds of fiinds and common/collecfive tmst funds structured as 
litniied liability corporations or partnerships or trusts. These funds invest in certain types of financial 
instruments, including, among others, futures and forward contracts, options, and securifies sold not yet 
purchased, intended to hedge against changes in the market value of investments. These financial 
instruments, which involve varying degrees of off-balance-sheet risk, may result in loss due to changes 
in ihe market (market risk). 

Investment Impairment — OHS recorded impairment charges on investment securifies of 
approximately $813,000 and $3,841,000 for the years ended December 31, 2010 and 2009, respectively. 
The investment securities on which the impairment charge was recorded were primarily equity 
securities, which are carried at fair value with changes in unrealized gains and los.scs generally being 
recorded as adjustments below the perlbrmance indicator. The fair value of investments is based on 
quoted market prices. Upon management's review and evaluation ofthe individual invesiment securifies 
for year 2009, management deemed the market decline for certain investment securities (predominantly 
in the technology and communications induslnes as well as international securifies) to be 
•'other-than-temporary". primarily due to OHS' lack of ability to hold the securifies unfil recovery due to 
the use of an investment manager to execute investment transactions and decisions. The related 
adjustment to fair value for these investment securities was recognized in realized losses as a part ofthe 
performance indicator. 

As of December 3 L 2010 and 2009, there were no investments with a decline in fair value from cost as 
all amounts were considered other than temporary impairments and, as noted above, were recognized as 
realized losses as a part ofthe performance indicator. 

4. PATIENT ACCOLNTS RECEIVABLE 

At Deceniber 31, 2010 and 2009, OHS' pafient accounts receivable balances were due from the 
following sources (in thousands): 

2010 2009 

Managed care/indemnity $ 162,923 $ 164,464 
Governmenl agencies 81,744 75,022 
Patients 67,608 84J51 

Total 

Less allowance for doubtful accounts 

Patient accounts receivable -~- net 

15 

http://S9.4S2.000
http://S5.292.000


5. PROPERTY —NET 

OHS" investment in property at December 31, 2010 and 2009, is detailed as follows (in thousands): 

2010 2009 

Land and improvements 
I.?uildings 
Leasehold improvements 
Equipment, furniture, and fixtures 
Building and building improvements held for lease 
Construction in progress 

Total property — at cost 

Less accumulaled depreciation 

Property — net 

Depreciation and amortizafion expense totaled approximately $57,659,000 and $55,769,000 for the 
years ended F^ecember 3 1, 2010 and 2009, respectively. 

At December 31. 2010 and 2009, OHS has purchase commitruenis totaling approximately $18,064,000 
and $14,999,000, respectively, toward additional capital expenditures. 

6. GOODWILL AND INTANGIBLE .ASSE IS — NET 

.\s stated in Note 1, on August 3 1, 2001, OCF and the Clime effected a merger transaction resulting in 
the nel asseis ofthe Clime being acquired by Alton Ochsner Medical Foundation. 

The cost to acquire the Clinic was allocated to the assets acquired and liabilifies assumed according to 
their estimated fair values. In addition, the carrying values of certain other assets and liabilifies ofthe 
Clinic were changed lo reflect management's estimate of fair value under purchase accounfing. 

S 81.906 
672,257 
45,162 

495.288 
5,489 

28,153 

L328,255 

(780,537) 

S 547,718 

S 

L 

69,365 
630,372 
40,851 

464,040 
5,489 
16,600 

1.226,717 

(731,963) 

494,754 



Amounts recorded as goodwill and intangible assets as of December 31. 2010 and 2009, are (in 
thousands): 

2010 2009 

Goodwill $ 73,592 $ 73J 88 
Less accumulated amortization (30,495) (30.495) 

Goodwill- net S 43,097 $ 42,693 

Tradename $ 19,600 S 19,600 
Other 986 939 

Total 20,586 20,539 

Less accumuiaied amortization (9,030) (9,030) 

Intangible assets — net S 11,556 S 11,509 

Prior 10 January 1. 2010, OHS amortized goodwill and intangible assets on a straight line basis using 20 
years as the useful lives. Amortization expense related to goodwill and intangibles totaled approximately 
$3,660,000 and $994,000. respectively, for the year ended December 3 1, 2009. In January 2010. the 
I-'ASB issued Accounling Standards Update (ASU) 2010-07. which codifies ASC 350, Intangibles • 
Goodwill and Other. OCF adopted ASU 2010-07 on .January 1, 2010 and as a result, goodwill and trade 
name were no longer amortized. 

In 2010. OI IS recorded an additional S404,000 goodwill in connection with the acquisifion of Ochsner 
DML LLC (.see Note 2). 

NOIESPAYABLE 

OCF — OCF has a loan agreement with a bank which provides a credit line. The loan agreement was 
amended on September 29, 2009 to establish the interest rate on outstanding borrowings as the 30 day 
LIBOR index plus one hundred (100) basis points (1.00%) and set an expiration/renewal dale of 
September 28, 2010. On March 31, 2010, the note was further amended to increase the amount available 
under the note from $33,000,000 to $53,000,000. modify the interest rate to 30 day LIBOR index plus 
one hundred fifty (150) basis points (1.50%). and set an expiration/renewal date of March 29, 2011. The 
line of credit was renewed through May 31, 2011. Bonowings under the arrangement are unsecured, 
however OCF must meet certain financial covenants. OCF was in compliance with these covenants at 
Deceniber 31, 2010 and 2009. At December 31. 2010 and 2009, OCF had borrowings outstanding under 
this arrangement of $52,969,000 and $32,969,000, respectively. At December 31, 2010 and 2009, the 
amount of line of credit reserved for three standby letters of credit with a utility provider amounted to 
$31,500 for both years. The interest rate on outstanding borrowings is based on LIBOR and, 
consequently, fluctuates from month to month. The rate on outstanding indebtedness under this 
arrangement was 1.76% and 1.24% at December 31, 2010 and 2009, respecfively. All amounts are 
classified as current at December 31, 2010 and 2009. 
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$377,450 

77,025 

454,475 

(5.100) 

(9,960) 

$439,415 

$378,770 

80,555 

459,325 

(4,850) 

(10,235) 

$444,240 

BONDS PAYABLE 

At December 31, 2010 and 2009. bonds payable consist ofthe following tax-exempt revenue bonds 
issued by the Louisiana Public Facilities Authority (LPFA) on behalf of OCF and OCH (in thousands): 

2010 2009 

OCF Scries 2007-A issued September 2007, due .serially 2009-2047, 
annual interest rates ranging from 5.00%) to 5.50% 

OCH Series 2007-B issued September 2007, due serially 2009-2047, 
annual interest rates ranging from 5.00% to 5.50% 

Total 

Less current portion 

Less unamortized net bond discount 

Noncurrent portion of bonds payable 

The OCf Series 2007-A bonds were issued by the LPFA on behalf of OCl" for the puipose of advance 
refunding the Series 2002A and 2002B bonds as well as providing funding for capital projects. The 
S3S0.030.000 Revenue Bonds were issued at fixed rates through the LPFA at a discount of 
approximately $9,000,000. 

OCH issued the Louisiana Public Facilities Authority Bond Scries 2007-B bonds for the purpose of 
refinancing a portion ofthe interim loan from Lehman Brothers, which was used lo acquire the 'I'enet 
Hospitals, as well as providing funding for capital projects. The $83,910,000 Revenue Bonds were 
issued at fixed rates through the Louisiana Public Facilities Authority at a di.seount of approximately 
$1,896,000 and mature in .May 2047. 

The Series 2007-A and 2007-B bonds are general obligations of OCF and OCH, respectively. The 
Series 2007-A bonds are general obligafions of OCF, and all present and future accounts receivable are 
pledged to repayment ofthe bonds. The OCH Series 2007-B bonds arc guaranteed by OCF through a 
joint and several Guarantee Agreement ("Guarantee Agreement ") secured by a mortgage and security 
interest in all present and future accounts receivable of OCF's as well as a pledge of revenues. Under 
this Guarantee Agreement, OCF will be obligated lo pay the guaranteed bonds and notes payable should 
OCH fail to pay. OCH is obligated to reimburse OCF for any amount OCF has lo pay under the 
guaranty, and the reimbursement obligation is secured by a mortgage and security interest on certain 
assets of OCH and its subsidiaries. 

Also, under the terms ofthe bond indenture, OCF and OCH are required lo make certain deposits of 
principal and interest with a trustee. Such deposits are included with assets limited as to use in the 
financial statements. The bond indenture also places limits on the incurrence of additional borrowings by 
OCF and requires that OCF safisfy certain measures of financial performance as long as the bonds are 
outstanding. OCF is currently in compliance with these requirements. 
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At December 31, 2010, scheduled repayments of principal and sinking fund installments to retire the 
bonds payable arc as follows (in thousands): 

Years Ending 
December 31 

2011 
2012 
2013 
2014 
2015 
Thereafter 

$ 5,100 
5,360 
5.635 
5,925 
6,230 

426,225 

$454,475 

The estimated fair value ofthe 2007-A and B Series bonds as of December 31, 2010 and 2009, is 
approximately $396,235,000 and $425,034,000. 

9. LONG-TERM DEBl 

A summary of long-term debt at December 31, 2010 and 2009 is as follows (in thousands): 

2010 2009 

Notes payable $25 million, including interest at dn-ee-month LIBOR 
less 2.25% (0.00% and 0.00% al December 31, 2010 and 2009, 
respectively), due October 2014 

Notes payable S22 million, including interest at three-month LIBOR 
less 2.35%, (0.50% and 0.50%, at December 31, 2010 and 2009, 
respectively), due February 2015 

Working capital note, due .May 2016, including accrued interesi 

Equipment loan, due December 2011 

Equipment loan, due April 2015 

Loans on land and building, due April 2015 
Less unamortized discount 

'fotal loans on land and building 

Software loan, due September 2012 

Tolal long-tenri debt 

Less current portion 

Noncurrent portion of long-temi debt 

$23,094 $23,719 

22,000 

8,029 

1,844 

7,795 

15,640 
(2,568) 

13,072 

668 

76,502 

(3,097) 

$73,405 

22,000 

7,908 

53,627 

(625) 

$53,002 



New Market Tax Credits — In 2007, OCH entered into three .separate loans in the form of notes 
payable with three separate lenders totaling $25 million. The loans are eligible for federal income lax 
credits under the New Markets Tax Credits program implemented by Congress in December 2000. 
Borrowings under the notes payable bear interest at three-month LIBOR less 2.25%, (0.00%, and 1.633% 
at December 31, 2010 and 2009, respectively). Principal and interest payments are due in quarterly 
installments which commenced on October 1, 2007 and mature in October 2014. Each ofthe loans is 
guaranteed by OCF through the Guarantee Agreement . 

In 2008. OCH entered into a loan in with a financial insiiiulion in the form of a note payable totaling 
S22 million. The loan is eligible for the same federal income lax credits as the aforementioned 
$25 million loan. Borrowings under the note payable bear interest at three-month LIF^OR less 2.35%. 
subject to a 0.50%, fioor (0.50% and 0.50% at December 31, 2010 and 2009, respectively). Interest 
payments are due in quarterly installments which commenced on .A.pril 1, 2008, and the loan matures in 
February 2015. 'fhe principal payment is due in one lump sum on the maturity date, This loan is 
guaranteed by OCf. 

St. Anne — On May 1, 2006, OCF entered into lease and management services agreements with 
Lafourche Parisli Hospital Service District No. 2 ("Lafourche"), who owns and operates St. Anne 
General Hospital and related facilities ("St. Anne") of Raceland. Louisiana. Under the agreements, OCF 
leases the St. Anne buildings and facilities, purchased working capital and certain equipment of St. 
Anne's and operates die hospital for a .specified penod of time (see further discussion at Note 14). As 
part ofthe agreement, OCF entered into an unsecured note payable with Lafourche for the purchase of 
its working capital and equipment. On December 31. 2010. OCF and Lafourche executed an amendment 
in which the principal and all accrued and unpaid interest of SS.029,000 became the new principal 
amount ofthe note and the note was extended for five years lo a maturity dale of .May I, 2016. The 
interest rate on the working capital note, based on the 5-Year Yield Tax Exempt Insured Revenue Bond 
Rate published by Bloomberg, was 1.49% and 1.60% al December 3 L 2010 and 2009. respecfively. All 
amounts are classified as non-current al December 31, 2010 and December 31, 2009 and are included in 
long-term debt on the consolidated balance sheets. Due to the variable nature ofthe interest rate, 
carrying value approximates fair value of this note. 

Equipment Loan — In November 2009, OCF and OCH entered into an agreement to finance 
equipment purchases in the amount of $4,614,000. Equipment purchases were received by OCF and 
OCH in March 2010. Principal payments are due in annual installments which commenced on December 
31, 2009 and mature in December 2011. 

Ochsner Medical Center - Northshore LLC — OCF's purchase of North.shore Regional Medical 
Center on April 1. 2010 was partially financed by an $8,000,000 equipment loan and a $15,640,000 loan 
on the land and buildings. The equipment loan has a term of 60 months with a balloon payment due on 
April 1, 2015. The loan on land and buildings is also due on April 1, 2015. 

Software Loan — In July 2010. OHS entered into a loan to finance software purchases for $1,003,000. 
Borrowings under this loan are interest free. Principal payments are due in semi-annual installments 
which commenced on September 1, 2010 and mature in October 2012. 

20-



Aggregate maturities of long-tenn debt at December 31. 2010. is as follows (in thousands): 

Years Ending 
December 31 

2011 $ 3,097 
2012 1,904 
2013 2.039 
2014 21,695 
2015 26,666 
Hiereafter ^3,669 

% 79,070 

10. EMPLOYEE BENEFlf PLANS 

Defined Benefit Pension Plan — Certain employees oiOCI*' and its subsidiaries are covered under a 
detined benefit pension plan. The plan is noncontributory and provides benefits that are based on the 
participants' credited service and average compensation during the last five years of covered 
employment. As of Deceniber 31, 2006, benefit accruals ceased for all plan participants under age 40 
and tho.se over 40 who elected to freeze their retirement plan benefits. OCF made an additional change 
to the plan and as of December 31. 2009 benefit accruals cease for all plan panicipanls under age 55 
with less than 10 years of service (rounded to the nearest 6 months). Physician/executive participants are 
frozen as of Deceniber 3 1. 2009, regardless of age and sen'ice. Participants who are not frozen as of 
December 31, 2009 can accrue benefiis until the earlier of age 65 or December 31. 2014. No new 
participants are allowed to enter the plan. Contributions are intended to provide nol only for benefiis 
attributed to service lo dale but also for those expected to be earned in the future. OCF makes 
contributions lo its qualified plan that satisfies the minimum funding requirements under Employee 
Retirement Income Security Act of 1974. These eontribufions are intended lo provide nol only for 
benefiis attributed lo services rendered to date but also those expected to be earned in the future. 
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The following table sets forth the changes in benefit obligations, changes in plan assets, and components 
of nel periodic benefit cost (in thousands): 

2010 2009 

Change in benefit obligafion: 
Benefit obligation — beginning of year 
Service cost 
Interesi cost 
Actuarial loss 
Curtailments 
Benefits paid 

Benefit obligation — end of year 

Change in plan asseis: 
Fair value of plan asseis — beginning of year 
Actual return on plan asseis 
Employer eontribufions 
Benefiis paid 

Fair value of plan assets — end of year 

Funded status 

S 366,112 
1,550 

22,088 
23,960 

(15,480) 

398,230 

-300,319 
35.665 
8,053 

(15,480) 

328,557 

S (69,673) 

2010 

$ 351.176 
7,550 

21,599 
4,179 

(4,725) 
(13,667) 

366,112 

242,039 
64,876 

7,071 
(13,667) 

300,319 

$ (65,793) 

2009 

Amounts recognized in the consolidated balance sheets consist of: 
Pension and postretirement obligations — current portion 
Pension and postretirement obligations — noncurrent portion 
Accumulated unrestricted net assets 

(69,673) 
N/A 

(65,792) 
K/A 

Amounts recognized in accumulated unrestricted net asseis: 
Net actuarial loss 
Prior service credit 

$ 95,954 
(209) 

$ 82.545 
(271) 

Total amounts recognized $ 95,745 $ 82,274 

Other changes in plan assets and benefit obligations recognized 
in accumulated unrestricted net assets: 
Net (gain) loss $ 14,942 $ (43,958) 
Recognized loss (1,534) (10,983) 
Recognized prior service credit 63 2,855 

Total amounts recognized $ 13,471 S (52,086) 

Weighted-average assumpfions used to determine projected benefit obligations at December 31, 2010 
and 2009, were as follows: 

2010 2009 

Weighted-average discount rate 
Rate of compensation increase 

5.70%, 6.15 % 
Graded Graded 
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Net periodic pension cost for the years ended December 31, 2010 and 2009, includes the following 
component (in thousands); 

2010 2009 

Service cost 
Interest cost 
Expected return on plan asseis 
Amortizittion of net loss 
Recognized prior service credit 
Recognized gain due to curtailments 

Net periodic pension (bene111) cost 

$ 1.551 
22.088 

(26.647) 
1,533 

(63) 

S (1,538) 

$ 7,551 
21,599 

(21,465) 
10,983 

(588) 
(2.267) 

$ 15,813 

Weighted average assumptions used lo detennine nel periodic pension cost for the years ended 
December 3 1. 2010 and 2009. were as follows: 

Weighted average discount rate 
Expected return on plan assets 
Rate of compensation increase 

2010 

6.15 '; 
9.00 

Graded 

2009 

6.25 ')• 
9.00 

Graded 

The defined benefit pension plan asset allocation as ofthe measurement date (December 3 1, 2010 and 
December 31, 2009) and the target asset allocation, presented as a percentage of total plan assets, were 
as follows: 

Debt securities 
Equity securities 
Private equity/venture capital 
I ledge funds 
Natural Resources/REITs 
Other 

D10 

34 % 
41 

~> 
13 
10 
1 

2009 

33 % 
42 

1 
14 
9 
1 

Target 
Allocation 

25%-30'M, 
37%.-59% 
0%>-7% 

10%-] 5% 
3%,-l(J% 

0% 

Asset allocations and investment perfonnance arc formally reviewed at regularly scheduled meetings 
several times during the year by the Investment Committee of OCF. OCF ufilizes an investment 
consultant and multiple managers for different asset classes. The Investment Committee takes into 
account liquidity needs ofthe plan to pay benefits in the short-term and the anticipated long-term 
obligations ofthe plan. 

The primary financial objectives of the plan are to (1) provide a stream of relafively predictable, stable, 
and constant eamings in support ofthe plan's annual benefit obligafions; and (2) preserve and enhance 
the real (inflation-adjusted) value ofthe assets ofthe plan. The long-tenn investment objecfives ofthe 
plan are to (1) attain the average annual total return assumed in the plan's most recent actuarial 
assumptions (net of investment management fees) over rolling five-year periods; (2) outperform the 
plan's custom benchmark; and (3) outperform the median return of a pool of retirement funds to be 
idenfified in conjunction with OCF's investment consultant. 
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The asset allocation is designed to provide a diversified mix of asset cla.sses including U.S. and foreign 
equity securities, fixed income securities, real-estate investment trusts, natural resources, cash, and funds 
to hedge against deflation and inflation. Risk management practices include various criteria for each 
asset class including measurement against several benchmarks, achievement of a positive risk adjusted 
return, and investment guidelines for each class of assets which enumerate types of investment allowed 
in each category. 

The OCF Retirement Plan Statement of Investment Policies and Objectives provides for a range of 
minimum and maximum investments in each asset class to allow flexibility in achieving expected 
long-tenn rale of retuni. Historical return pattenis and correlations, consensus return forecast and other 
relevanl financial factors are analyzed to check for reasonableness and appropriateness ofthe asset 
allocation to assure that the probability of meeting actuarial assumptions is reasonable. OCF Treasury 
staff oversees the day-to-day acfivities involving asseis ofthe Plan and the implementation ofany 
changes adopted by the Investment Commitlee. 

OCF cun'cntly expects to make a contribution to the defined benefit pension plan of approximately 
$5.0minionin20ll. 

For 2010 and 2009, OCf's defined benefit plan had accumulaled benefit obligations of approximately 
$395,047,000 and $362,500,000, respectively. 

The estimated net gain/loss and prior service cost for the defined benefit pension plan that will be 
amortized from accninulaled unrestricted nel assets into nel periodic benefit cost over the next fiscal 
year is $1,812,000 and $1,464,000. respectively. 

Future benefit payments expected to be paid in each ofthe next five fiscal years and in the aggregate for 
the following five years as of December 31, 2010, are as follows (in thousands): 

Years Ending 
December 31 

2011 $ 19.186 
2012 20,339 
2013 21.444 
2014 22.851 
2015 23,978 
2016-2020 135,272 

$243,070 

Defined Contribution Plans — All employees of OHS meeting eligibility requirements may participate 
in the Ochsner Clinic Foundafion 401(k) Plan (the "Plan"). Also, effective for the 2010 Plan year, OCF 
may annually elect to make a retirement contribution on behalf of eligible employees in an amount up to 
2% ofthe participant's annual Eligible Compensation. In addifion, OHS may annually elect lo make a 
match for eligible employees 50%, ofthe first 4% the employees contribute into their 40 l(k). At 
December 31, 2010 and 2009, OHS has accrued $ 16,362,000 and $7,762,000 for matching eontribufions 
to the plan for the 2010 and 2009 fiscal years, respecfively. The 2009 contribufion was remitted to the 
Trustee in April 2010 and the 2010 contribufion will be remitted in April 2011. 
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Certain OHS employees arc also covered under a 457(f) plan. The 457(f) plan was created lo replace 
100% ofthe benefit target fbr employees under age 65 as of December 31, 2009 whose benefits in the 
defined benefit pension plan were frozen. The parficipant pays taxes at vesting and payout occurs at the 
later of age 65 or retirement. Participants ofthe 457(f) plan also participate in the 401(k) contributions. 
The expense associated with this plan ŵ as $3,433,000 the yearended December 31, 2010. OITS's 
cotisohdated balance sheet refiect a liability of $3,433,000 for the 457(0 plan at Deceniber 31, 2010 

Other Postretirement Benefits - OCF also provides certain health care and life insurance benefits for 
retired employees. Substanfially all employees may become eligible for these benefits if they reach 
retirement age while still working for OCT. OCF funds these benefits on a pay-as-you-go basis. 

The following lable sets forth the plan's funded status and expense recognized by OCF as of and for the 
years ended December 31, 2010 and 2009, using the projecteil unit credit method (in thousands). 

Change in benefit obligation: 
Benefit obligation — beginning oi'year 
Interest cost 
Benefilii paid 
Actuarial uain 

$ 2.518 
147 

(210) 
225 

$2,216 
141 

(1̂ )5) 
356 

Benefit obligation — end of vear $ 2,680 $ 2,518 

Change in plan assets: 
Fair value of plan assets • beginning of year 
Actual gain on plan assets 
Lnipk)yt;r contributions 
Benefits paid 

Fair value of plan assets -• end of year 

Funded status 

210 
(210) 

$ -

S(2,680) 

195 
(195) 

$ -

$(2,518) 

Amounts recognized in the consolidated balance sheets consist of 
Pension and postretirement obligations — current portion 
Pension and postretirement obligations — noncurrent portion 
Accumulated unrestricted net assets 

$ (241) 
(2,439) 

N/A 

$ (212) 
(2,306) 

N/A 

/^mounts recognized in accumulated unrestricted nel asseis: 
Nel actuarial loss 
Prior service credit 

978 
(143) 

809 
(164) 

25 



$ -
146 
(20) 
57 

$183 

$ -
141 
(20) 
38 

$159 

Components of net periodic cost at December 31, 2010 and 2009, are as follows (in thousands): 

2010 2009 

Service cost 
Interest cost 
Recognized prior service cost 
Recognized actuarial loss 

Net periodic cost 

2010 2009 

Weighted average assumptions - - December 31: 
Discount rale on benefit obligation 5.70 % 6.15 % 
Discount rate on net periodic cost 6.15 6.25 

The estimated net gain/loss and prior service cost for the defined benefit pension plan that will be 
amortized froiu accumulated unrestricted net assets into net periodic benefit cost over the next fiscal 
year is $76,000 and $20,000, respectively. 

OCF currently expects to make a contribufion to the other postretirement benefit plan of approximately 
$248,000 in 2011. 

Future benefit payments expected to be paid in each ofthe next five fiscal years and in the aggregate for 
the following Wve years as of December 31, 2010, arc as follows (in thousands): 

Years Ending 
December 31 

2011 S 248 
2012 252 
2013 255 
2014 249 
2015 240 
2016-2020 LI 10 

$2,354 

For measurement purposes, a 9% annual rate of increase in the per capita cost of covered health care 
benefits was assumed for 2010. The rate was assumed to decrease gradually to 5.5% by 2012 and remain 
at that level thereafter (in thousands). 

One One 
Percentage Percentage 

Point Point 
Increase Decrease 

Effect on total of service and interesi cost $ 7 $ (6) 

Effect on postretirement benefit obligation $ 124 $ (109) 
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Executive Benefit Plan — Certain former Alton Ochsner .Medical Foundation executives participate in 
an Executive Benefit Plan. The expense associated with this plan was $78,000 and $136,000, 
respectively, for the years ended December 31, 2010 and 2009. OCF's consolidated balance sheets 
reflect a liability of $1,272,000 and $1,278,000 for this plan al December 31, 2010 and 2009. 
respecfively. 

II . ENDOWMENTS AND TEMPORARILY AND PERMANENTLY RESTRICTED NET ASSETS 

OHS has 588 temporarily restricted funds and 57 permanently restricted funds established for a variety 
of purposes. These funds are classified and reported based on the existence or absence of donor-imposed 
restrictions. Restricted net assets include llinds dedicated to Medical Education. Nursing Education, 
Pastoral Care, Biomedical Research, Cancer Research, Cardiology Research, 'fran.splant Research and 
Alzheimer's Research. 

The Uniform Prudent Management of Institutional Ininds Act of 2006 (UPMIFA), which the slate of 
Louisiana enacted the on .luly 1, 2010, requires OHS lo classify the portion of each donor-restricted 
endowment fund that is not classified as permanently restricted net assets as temporarily restricted nel 
asseis (lime restricted) until appropriated for expenditure. Management retroactively adopted UPMIFA as 
of .lanuary 1.2009. 

UPMIFA also requires that OIIS preserve the historic dollar value ofthe donor restricted endowed 
funds. Therefore, pennanently restricted nel asseis contain the aggregate fair market value of (1) an 
endowment fund at the fime it became an endowment fund. (2) each subsequent donation to the fund al 
the lime it is made, and (3) each accumulation made pursuant to a direction in the applicable gift 
instrument at the fime the accumulation is added lo the fiind. 

Restricted Net Assets as of December 31, 2010 by Purpose 

Temporarily Permanently 
Restricted Restricted Total 

Research 
Education 
Other 

Total 

$ 6.994 
3,845 

21,593 

$32,432 

$16,474 
2,627 
3,264 

$22,365 

$23,468 
6,472 

24.857 

$54,797 

Restricted Net Assets as of December 31, 2009 by Purpose 

Temporarily Permanently 
Restricted Restricted Total 

Research 
Education 
Other 

$ 6,265 
3,499 

16,747 

$16,419 
2,528 
3,076 

$22,684 
6,027 

19,823 

Tolal $26,511 $22,023 $48,534 

27 



Endowment Net Asset Composition by Type of Fund as of December 31, 2010 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Donor-restricted funds 
Board-desii^nated funds 

S 4,066 $22,365 
S 2,571 

S 26.43 I 
2.571 

Total $2,571 $4,066 $22,365 $ 29.002 

Endowment Net Asset Composition by Type of Fund as of December 31, 2009 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Donor-restricted funds 
Fioard-designated funds 

$2,777 $ 22,023 
$2,745 

$ 24,800 
2,745 

Tola! $2,745 S 2.777 S 22.023 $27-545 

Changes in Endowment Net Assets for the Year Ended December 31, 2010 

Temporari ly Permanently 

Beginning balance 

Investment (loss) income 
Contributions 
Appropriations for expenditures 

Ending balance 

Unrestricted 

$2,745 

(47) 

(127) 

$2,571 

Restricted 

$2,777 

2,687 

(1,398) 

$4,066 

Restricted 

$22,023 

342 

$22,365 

Total 

$24,800 

2,687 
342 

(1,398) 

$26,431 

Changes in Endowment Net Assets for the Year Ended December 31, 2009 

Temporarily Permanently 

Beginning balance 

Nel asset reclassification for change in 

accounting principle 

Beginning balance, as restated 

Investment income 

Contributions 

Appropriations fijr expenditures 

Ending balance 

Unrestricted 

$2,009 

42 

2,051 

764 

(70) 

$2,745 

Restricted 

$ 718 

(42) 

676 

2,959 

(858) 

$2,777 

Restricted 

$ 20,655 

20.655 

1,368 

$ 22.023 

Total 

$21,373 

21,373 

2,959 

1,368 

(858) 

$ 24,842 
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Funds with Deficiencies — From time to time, the fair value of assets associated with individual donor-
restricted endowment funds may fall below the level that the donor or current law requires OHS to retain 
as a fund of perpetual durafion. In accordance with accounting principles generally accepted in the 
United Stales of America, deficiencies of this nature are reported in unrestricted net assets. Such 
deficiencies totaled $0 and $226,000 as of Deceniber 31, 2010 and 2009. respectively. Any such 
deficiencies resulted from unfavorable market fiuctuations. 

Return Objectives and Risk Parameters — OIIS has investment and spending pracfices for 
endowment assets that intend to provide a predictable stream of funding to programs supported by its 
endowment while seeking to maintain the purchasing power ofthe endowment asseis. Endowment 
assets include those assets of donor-restricted funds that OHS must hold in perpetuity or for a donor-
specified period(s) as well as board-designated funds. The policy allows the endowment as.sets to be 
invested in a manner that is intended to produce results that exceed the price and yield results ofthe 
allocation index while assuming a moderate level of investment risk. OHS expects its endowment funds 
to provide a rale of return that preserves the gift and generates earnings to achieve the endowment 
purpose. 

Strategies Employed for .Achieving Objectives — To satisfy its long-term raie-of-return objectives, 
OHS relies on a total return strategy in which investment returns are achieved through both capital 
appreciation (realized and unrealized) and interest and dividend income. OHS uses a diversified asset 
allocation to achieve its long-term return objectives within prudent risk constraints to preserve capital. 

Spending Policy and How the Investment Objectives Relate to Spending Policy — It is OHS's 
objective to establish a payout rale from endowment accounts that provides a stable, predictable level of 
spending for the endowed purposes that will increase with the rate of inflation, and lo continue to invest 
in accordance with policy goals of providing for a rale of growth in the endowment earnings that meets 
or exceeds the rate of inflafion. The annual spending appropriation will be subject to a minimum rate of 
4% and a maximum rale of 7% of each endowment funds' current market value. Temporarily restricted 
net assets, along with other donor restricted funds, include the spending appropriation and invesiment 
income ofthe endowments and are pending appropriation for expenditure consistent with the specific 
purpose ofthe fund. 

12. NET PA 11 ENT SERVICE I U L V E N U E 

Net patient service revenue is recognized when services are provided. OHS has agreements with third-
party payors that provide for payments to OHS at amounts different from its established rates. Net 
patient service revenue is reported at the estimated net realizable amounts from patients, third-party 
payors, and others for services rendered. 
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A summary ofthe significant payment arrangements with major third-parly payors follows: 

Medicare and Medicaid — Inpafient acute care services and defined capital costs related to Medicare 
program beneficiaries are paid at prospectively detennined rates per discharge. These rates vary 
according to a patient classification system that is based on clinical, diagnostic, and other factors. 
Medicare inpatient rehabilitation services are also paid at prospectively detennined rates per discharge, 
based on a patient classification system. Psychiatric services rendered lo Medicare beneficiaries are 
reimbursed on a prospectively determined rate per day. Outpatient services to Medicare beneficiaries are 
paid on a prospectively determined amount per procedure. Medicare skilled nursing care is paid on a 
prospectively detennined amount per diem based on a patient classification system. The Medicare 
program's share of indirect medical education costs is reimbursed based on a stipulated fonnula. The 
Medicare program's share of direct medical education costs is reimbursed based on a prospectively 
determined amount per resident. Inpatient services rendered to Medicaid program beneficiaries arc paid 
al prospectively determined per diem rates. Outpatient .services rendered to Medicaid program 
beneficiaries are reimbursed on a cost basis subject to certain limits. 

OHS records retroactive Medicare and Medicaid settlements based upon estimates of aniounts that are 
ullimaiely detennined through annual cost reports filed with and audited by the fiscal intermediar\'. The 
difierence between estimated and audited settlements is recorded as an adjuslment to net patient ser\'ice 
revenue in the year a determination is made. The favorable resolution of Medicare reimbursement issues 
under appeal by OHS is reported as an increase in net patient service revenue in the year the issue is 
resolved. Home health services rendered to Medicare beneficiaries are reimbursed under the Medicare 
Home Health Prospective Payment System. 

Estimated amounts due OHS for Medicare and Medicaid services are included in receivables at year 
end. Net revenue from government health care programs included in net patient service revenue in 2010 
and 2009 approximaied'^S459,344,000 and $414,022,000, respectively. 

As a result of retroactive settlements of certain prior year cost reports, OHS recorded changes in 
estimates during the years ended December 31, 2010 and 2009. Operating revenues increased 
approximately $6,685,000 and $6,229,000 in 2010 and 2009, respectively, as a result of these changes. 

Upper Payment Limit Program — During December 2010, Ochsner and four other health care 
providers formed collaborations with the State and a unit of local government in Louisiana, Jefferson 
Parish Hospital Ser\'ice District No. 1, to more fully fund the Medicaid program (the "Program") and 
ensure the availability of quality healthcare services for the low income and needy populafion. Ochsner 
and these four other health care providers formed two non-profit organizations, Louisiana Clinical 
Services, Inc. (LCS) and Southern Louisiana Clinical Services, Inc. (SLCS), the purpose of which is to 
create a vehicle to provide charily care services in the providers' communifies. The provision of this care 
directly to low income and needy pafients will result in the alleviafion ofthe expense of public funds the 
governmental entities previously expended on care, thereby allowing the governmental enfities lo 
increase support for the state Medicaid program up to federal Medicaid Upper Payment Limits (UPL). 
Each State's UPL methodology must comply with its State plan and be approved by the Centers for 
Medicare & Medicaid Services (CMS). Federal matching funds are not available for Medicaid payments 
that exceed UPLs. Under the agreement between the collaborative members, the Program became 
effecfive on December 1, 2010, and the first year ofthe Program runs from December 1, 2010 to 
November 30, 2011. Ochsner received $8,000,000 from the State of Louisiana on December 31, 2010 
for the first year ofthe Program. Because the program was not fully operational unfil fiscal 2011, 
Ochsner has recorded this amount as deferred revenue in the accompanying consolidated balance sheet. 
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Humana Inc. — OHS entered into a provider contract with Humana Inc. to provide services for its 
commercial and senior members. The commercial members are reimbursed on a fee-for-service basis for 
physician services and at prospectively determined rales per discharge, discounts from established 
charges, and prospectively determined daily rates for hospital services. OHS provided services to the 
senior members under a capitation contract for both physician and hospital services. Nel revenue from 
Humana Inc., net of medical serx'ices to outside providers, in 2010 and 2009 approximated $317,770,000 
and $286,740,000, respectively. 

Managed Care — OHS has also entered into contractual arrangements with certain commercial 
insurance carriers, health maintenance organizations, and preferred provider organizations. Inpatient and 
outpatient services rendered lo managed care subscribers arc reimbursed at prospectively determined 
rates per discharge, discounts from established charges, and prospectively detennined daily rates. 

K3. FUNCTIONAL EXPENSES 

OHS provides general health care services primarily to residents within its geographic location. 
Expenses related to providing these services for the years ended December 31. 2010 and 2009, are as 
follows (in thousands); 

2010 2009 

Health care services 
General and administrative 
Medical education 
Research 
Home health 
Fitness cenier 
Hotel 

$1,326,547 
394,393 
32.685 

9.924 

10,950 
2,751 

$1,263,366 
298,070 
39.450 

9,219 
1,902 

11.155 
5,176 

$1,777,250 $1,628,338 

14. COMMITMENTS AND CONTINGENCIES 

Operating Lease Commitments — OIIS leases assets under various rental agreements. The following 
schedule summarizes OHS's future annual minimum rental commitments on leases with a remaining 
term, as of December 31, 2010. in excess of one year (in thousands): 

Years Ending 
December 31 

2011 
2012 
2013 
2014 
2015 
Thereafter 

$28,868 
21,556 
14,030 
7,605 
5.083 

19,237 

Total $96,379 

Rent expense, which relates primarily lo cancelable or shorl-iemi operating leases for equipment and 
buildings, was $40,667,000, and $39,963,000 for the years ended December 31, 2010 and 2009, 
respectively. 
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St. Anne's Transaction — On May 1, 2006, OCF entered into certain lease and management service 
agreements with Lafourche Parish Hospital Service District No. 2 ("Lafourche") to 1) lease the 35-bed 
hospital it owns and operates known as St. Anne General Hospital and its facilities (''St. Anne") located 
in Raceland, Louisiana. 2) purchase certain assets and liabilities of St. Anne, and 3) provide managerial, 
administrative, financial, and technical support services to operate the hospital. Under the lease 
agreement, OCF is required to pay $4.6 million in base rental payments for the use ofthe St. Anne 
buildings as well as make capital improvements lo the facility based on predetermined levels of financial 
performance during the initial 15 year tenn. Total required rent payments, including the base rent and 
required capital improvements cannot exceed $15 million over the initial term ofthe lease. Amounts due 
under the terms of this agreement may be reduced through certain credits against required payments and 
capital improvements. Ail amounts owed under this agreement are payable on the last day ofthe lease 
term, but can be discharged, in whole or in part, before the end ofthe period. The term ofthe agreement 
is through 2021 with two options for renewal periods up lo an additional 30 years. The building lease is 
accounted for as an operating lease under ASC 840, Leases, and lease commitments are included in the 
lease commitment schedule above. 

In connection with the lease ofthe buildings, OCF purchased certain equipmenl and fixtures and the 
working capital ofthe hospital by issuing a note payable to Lafourche of $7.1 million (see Note 9). The 
note payable is due to Lafourche. In addition, OCI- assumed Lafourche's outstanding bonds payable of 
$2.7 million which were subsequently paid in full by OCF. As noted above, OCF is required to make 
certain capital improvements over the term ofthe lease. Upon tennination ofthe lease agreement. OCF 
is required to sell, and Lafourche is required to purchase, the asseis included in the initial purchase, 
including any addifional and replacement equipment similar to the type originally purchased, Ibr a cash 
purcha.se price equal to the nel book value ofthe asseis as ofthe date ofthe lease termination. Revenues 
and expenses generated by St. Anne's operafions since the inception ofthe lease are included in the 
consolidated statements of operations of OHS. 

Operating; Leases — Lessor — OHS leases office space to other businesses. Lease terms generally 
range from one lo four years, with options of renewal for additional penods. All such property leases 
provide for minimum annual rentals and all rental revenue has been recorded on a straight-line basis. 
Following is a schedule by years of future minimum rental payments under operating leases as of 
December 31, 2010: 

Years Ending 
December 31 

2011 $1,966 
2012 1,579 
2013 998 
2014 237 

Total minimum lease payments to be received $4,780 

Contingencies — The health care industry as a whole is subject to numerous laws and regulations of 
federal, state, and local governments. Compliance with these laws and regulations can be subject to 
future govemment review and interpretation as well as regulatory actions unknown or unasserted at the 
time. Such compliance with laws and regulations in tlie health care industry has come under increased 
govemment scrutiny. OHS and its subsidiaries are parties to various legal proceedings and potenfial 
claims arising in the ordinary course of its business. Management of OHS believes the reserves il has 
established for these issues are adequate and does not believe, based on current facts and circumstances 
and after review with counsel, that these matters will have a malerial adverse effect on OHS' 
consolidated statements of financial position or results of operations. 
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During 2009, OHS completed an on-going internal review of its past billing pracfices for certain 
.Medicare inpatient and outpatient services and has been engaged in on-going discussions with the 
appropriate federal and state regulatory authorities as well as the fiscal intemiediary related to this 
matter. OHS has concluded that the manner in which OHS billed the Medicare program for certain 
ser\'ices resulted in an oveipayment by the Center for Medicaid and Medicare Ser\'ices from 1994 
through 2007, the majority of which related to the 2004 through 2007 periods. OHS has since repaid a 
portion ofthe overpayments through cost report adiuslmenis and submitted final repayment for the 
remaining amount in 2010. 

In September 2009, OHS indefinitely suspended operations al its in vitro fertilization center due to the 
mislabeling of frozen embryos. There are 46 patients who have either filed a lawsuit or a claim before 
the Louisiana Patient Compensation Fund (PCF) alleging mishandling in the labeling and storage of 
embryos between 2004 and 2007. The Louisiana Patient's Compensation Fund has taken the position 
that this liability is nol covered by the PCF. However, these cases are covered by Ochsner's professional 
liability coverage. 

Tax Relief and Health Care Act of 2006 authorized a permanent program involving the use of diird-
parly recovery audit contractors ("RACs") to identify Medicare overpayments and underpayments made 
to providers. RACs are compensated based on the amount of both overpayments and underpayments 
they identify by reviewing claims submitted lo Medicare for correct coding and medical necessity. 
Payment recoveries resulting from RAC reviews are appealable through administrative and judicial 
processes. The Affordable Care Act expanded the RAC program's scope by requiring all states to enter 
into contracts with RACs by December 31, 2010 lo audit payments to Medicaid providers. CMS issued 
a letter to state Medicaid directors on October 1, 2010 that (I) provided preliminary guidance to states 
on the implementation of Medicaid RAC programs. (2) created a deadline of December 31, 2010 for 
states to establish RAC programs, and (3) established a deadline of April 1, 2011 for slates to fully 
implement their RAC programs. On February 1. 201 1, CMS issued a notice temporarily suspending the 
requirement that stales implement their RAC programs until the final Medicaid RAC rule is issued. 
During 2010, OCF was selected for review by RAC auditors. Management of OHS believe that the 
reserves it has established based on preliminary results are adequate but cannot predict with certainty the 
impact ofthe Medicare and .Vledicaid RAC program on future results of operafions or cash flows. 

15. OTHER OPERATING REVENUE 

The state of Louisiana, through its Medicaid program, appropriated funds for fiscal year 2008 through 
2010 to hospitals demonstrafing substantial financial and operafional challenges in the aftermath of 
Hurricane Katrina. OHS received federal disaster relief funds of $32,600,000 and $ 16,300,000 for the 
years ended December 31, 2010 and December 31. 2009, respecfively. 

-33 



16. FAIR VALUE OF FINANCIAL INSTRUMENTS 

ASC 820. Fair Value Measurement and Disclosures (ASC 820). establishes a common definition for 
fair value to be applied to U'.S. generally accepted accounling principles requiring use of fair value, 
establishes a framework for measuring fair value and expands disclosures about such fair value 
measurements. ASC 820 establishes a hierarchy for ranking the quality and reliability ofthe infomiation 
used lo determine fair values. ASC 820 requires that asseis and liabilities carried al fair value be 
classified and disclosed in one ofthe following three categories: 

Level I — Unadjusted quoted market prices in active markets for identical asseis or liabilities. 

Level 2 — Unadjusted quoted prices in active markets for similar asseis or liabililies, unadjusted 
quoted prices for identical or similar asseis or liabilifies in markets that are not active, or inputs other 
than quoted prices are observable for the asset or liability. 

Level 3 — Unobservable inputs for the asset or liability. 

OIIS endeavors to utilize the best available information in measuring fair value. Financial assets and 
liabilities are classified based on the lowest level of input that is significant to the fair value 
measurement. 

Assets and Liabilities Measured at Fair Value — 

Recurring Fair Value Measurements — The fair value of assets and liabililies measured at estimated fair 
value on a recurring basis, including those items for which OHS has elected the fair value option, are 
estimated as described in the preceding section. These estimated fair values and their corresponding fair 
value hierarchy in accordance with ASC 820 are summarized as follows (in thousands): 

Money market lunds (a) 
Fi.xed income investments (a) 
Marketable equity securities (a) 
Absolute return (d) 
Private equity/ venture capital (d) 
Natural resources (b) 
Real estate (c) 
Unconsolidated affiliates (e) 
Treasury inflation prolectetl securities (a) 
Other 

Total 

December 31 ,2010 
Fair Value Measurements at Reportinq Date Usinq 

Quoted Prices in 
Active Markets for 
Identical Assete 
and Liabilities 

(Level 1) 

$ 108,418 
80,266 

127,053 

22.439 

4,293 

S 342,469 

Significant Other 
Observable Inputs 

(Level 2) 

S 

26.295 

14.392 
5,441 

$ 46,128 

SigniHcant 
Unobservable 

Inputs 
(Level 3) 

S -

11,985 
5.R64 
3,550 

3,391 

5 

5 24.795 

Total 
Estimated 
Fair Value 

$ 108.418 
80.266 

153.348 
1 1,985 
5.864 

40.381 
5,441 
3,.391 

4.293 
5 

$413,392 
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Money market I'und.s (;i) 

li.xed iiifitnie investments (a) 

Marketable equity secuiities (a) 

Absoliiie return id) 

Private equity / venture capital (d) 

Naiuial resouices (b) 

Re,il estate {cl 

IJneon.solidated al'llliaies {e) 

i reasury inilation prnlected securities (a) 

Other 

loial 

December 31 ,2009 

Fair Value Measurements at Reportinq Date Usinq 

Quoted Prices in 
Active Markets for 

Identical Assets 

and Liabilit ies 

(Level 1) 

S 81.066 
92.184 

103,043 

12,173 

8.187 

S 296.653 

Significant Other 

Observable Inputs 

(Level 2) 

S 

2(t,2?4 

12.615 
5,441 

S 38,290 

Significant 

Unobservable 

Inputs 

(Level 3) 

s -

1 I J 7 9 

3,745 

2,338 

3.317 

3 

$ 20.5S2 

Total 

Estimated 

Fair Value 

S 81.066 

92.184 
123,277 

11,179 

3,745 
27,126 

5.441 

3.317 

8.187 
3 

5 355.525 

(a) Valuation of these securities classified as Level 1 is based on unadjusted quoted prices in active 
markets that are readily and regularly available. Marketable equity securities classified as Level 
2 are principally valued using the market and income approaches. Valuation is based primarily 
on quoted prices in markets thai are not active, or using matrix pricing or other similar 
techniques that use standard market observable inputs such as benchmark yields, spreads off 
benchmark yields, new issuances, i.ssuer rating, durafion, and trades of identical or comparable 
.securities. 

(b) Represents funds invested in common/collective trust funds. Investments classified as Level 1 
represent a fiind that is publicly traded. Valuafion of this fund is based on unadjusted quoted 
prices in active markets ihal are readily and regularly available. Level 2 classification represents 
a fund invested in a common/collective trust fund that invests in futures and forward contracts, 
options, and .securities sold not yet purchased. The estimated fair value is based upon reported 
Net Asset Value (NAV) provided by fund managers and this value represents the amount at 
which transfers into and out ofthe fund are effected. This fund provides reasonable levels of 
price transparency and can be corroborated through observable market data. 

(c) Represents OHS" investments in real estate located in the New Orleans area. The estimated fair 
value is based on market prices for similar assets as these asseis are not priced in acfive markets. 

(d) In general, investments classified within Level 3 use many ofthe same valuation techniques and 
inputs as described above. However, if key inputs are unobservable, or if the investments are 
less liquid and there is very limited trading acfivity, the investments are generally classified as 
Level 3. The use of independent non-binding broker quotations to value investments generally 
indicates there is a lack of liquidity or the general lack of transparency in the process lo develop 
the valuafion estimates generally causing these investments to be classified in Level 3. This 
category includes funds that are invested in hedge fund and private equity investments that 
provide little or no price transparency due to the infrequency with which the underlying assets 
trade and generally require additional time to liquidate in an orderly manner. Accordingly, the 
values of these alteniative asset classes are based on inputs that cannot be readily derived ft"om 
or corroborated by obser\'abIe market data and are based on investments balances provided by 
fund managers and adjusted for contributions and distributions in the event such balances 
pertain to an interim date. The investment return for the period in question is benchmarked 
against investment vehicles which management determines reasonably approximates the 
composition/nature of selected Level 3 invesiment. 

- 3 5 -



(e) Represents OCF and OCH's 25% interest in Southeast Louisiana Homecare LLC, a joint 
venture wilh a third party formed in 2009. Fair value is ba.sed on the operations of the joint 
venture. 

A rollforward ofthe fair value measurements for all assets and liabililies measured al estimated fair 
value on a recurring basis using significant unobservable (Level 3) inputs for year ended December 31 
2010 and 2009 is as follows (in thousands): 

Balance, 
December 31, 

2009 

S20..^84 

Fair Value Measurements Using Significant Unobservable Inputs (Level 3) 
Total Realized/Unrealized 

Gains (Losses) included in: 

Other 
Comprehensive 

Gains 

$ 1.814 

Purchases, 
Sales, 

Issuances and 
Settlements 

S 2.266 

Transfer In 
and/or Out 
of Level 3 

S (57) 

Balance, 
December 31 

2010 

% 24.795 

Fair Value Measurements Using Significant Unobservable Inputs (Level 3) 
Total Realized/Unrealized 

Gains (Losses) included in: 

Balance, 
December 31, 

2008 

% 24,627 

Losses 

S 6.346 

Other 
Comprehensive 

Loss 

S (3,646) 

Purchases, 
Sales, 

Issuances and 
Settlements 

S (3,863) 

Transfer In 
and/or Out 
of Level 3 

S (2,880) 

Balance, 
December 31 

2009 

$ 20,584 

The FASB issued a standards update pertaining to Fair Value Measurements and Disclosures for 
Investments in Certain Lnlities fhat Calculate Nel Asset Value per Share in September 2009. Fair 
values are detemiined by the use of calculated net asset value per ownership share. In complying with 
the update, the following disclosures regarding OHS" investments al December 31, 2010 that feature net 
asset value per share in Level 2 and Level 3: 

Redemption 
frequency if Redemption 

Fair Value Unfunded currently Notice 
(In thousands) Commitments eligible Period 

Emerging Market - City of London (0 S21,554,206 S 

Natural Resources (g) 

Hedge Fund(h) 

Small Cap Growth (0 

Total 

14,391,511 

11,985,139 

4,741,120 

552,671,976 

Monthlv 

Monthly 

Quarterly 

30 days 

By the 22nd 
business day 

prior to 
redemption 

90 days 

5 business 
15th and end of days prior to 

the month redemption 
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(1) This is a commingled fund invested in equities 

(g) This category includes an investment in a common trust fund comprised of approximately 55% 
equity, 25% commodity and 20% fixed income 

(h) This category includes investments in commingled hedge funds which invest in multi-strategy 
arbitrage, opportunities, distressed investment and long/'shorl strategies. 

(i) This is a commingled fund invested in small-cap growth equities. 

17. SUBSEQUENT EVENTS 

OHS completed its subsequent events review through March 31, 2011, the dale on which the financial 
statements were available lo be issued. 

: f : :fc He 3|c :)( :4: 
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Deloitte Deloitte & Touche LLP 
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER 
MATTERS BASED ON AN AUDIT OF FINANCIALS STATEMENTS 
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING 
STANDARDS 

To the Ochsner Clinic Foundation 
New Orleans, Louisiana 

We have audited the consolidated financiai statements of Ochsner Clinic Foundation (the "Foundation") 
as of and forthe yearended December 31, 2010. and have issued our reporl thereon dated March 3L 
2011. We conducted our audit in accordance with auditing standards generally accepted in the United 
States of .America and the standards applicable to financial audits contained in Govermncm Auditing 
Standatxis, issued by the Comptroller General ofthe United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the Foundation's internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the 
financial sialements. but not for the purpose of expressing an opinion on the effectiveness ofthe 
Foundation's inlernal control over financial reporting. Accordingly, we do not c.\prcss an opinion on the 
effectivene.ss ofthe Foundation's internal control over financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis. A matericd weakness is a deficiency, or combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
ofthe entity's financial statements will nol be prevented, or detected and corrected on a timely basis. 

Our consideration of internal control over financial reporting was for the limited purpose described in the 
first paragraph of this section and would not necessarily identify all deficiencies in internal control that 
might be significant deficiencies or material weaknesses. We did nol identify any deficiencies in control 
over financial reporting that we consider to be material weaknesses, as defined above. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Foundation's consolidated financial 
statcmcnls are free of material misstatement, we perfonned tests of its compliance with certain provisions 
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit and accordingly, we do not express 
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that arc 
required to be reported under Govemment Auditing Standards. 

Member of 
Deloitte Touche Tohmat.su 

http://www.cteloitte.cotn
http://Tohmat.su


This report is intended solely for the information and use ofthe Audit and Oversight Committee of the 
Board of Directors, management, federal awarding agencies, and pass-through entities and is nol intended 
to be and should not be used by anyone other than these specified parties. 

March 3 I. 2011 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH 
REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL 
EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL 
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
AND ON THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

To the Ochsner Clinic Foundation 
New Orleans, Louisiana 

Compliance 

We have audited the compliance of Ochsner Clinic Foundation {the "Foundation'*) with the types of 
compliance requirements described in the OMB Circular A-133 Compliance Supplement that could have a 
direct and material effect on each of its major federal programs for the year ended December 31, 2010. 
The Foundation's major federal programs are identified in the summary of auditor's results section ofthe 
accompanying schedule of findings and questioned costs. Compliance with the requirements of laws, 
regulations, contracts and grants applicable to its major federal programs is the responsibility ofthe 
Foundation's management. Our responsibility is lo express an opinion on the Foundation's compliance 
based on our audit. 

We conducted our audit of compliance in accordance wilh auditing standards generally accepted in the 
United States ofAmcrica; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General ofthe United Slates; and OMB Circular .4-133 .Aitdits of 
States, Local Governments, and Non-profit Organizations. Those standards and OMB Circular A-133 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect 
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the 
Foundation's compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit provides a rea.sonable basis for our opinion. Our 
audit does not provide a legal determination on the Foundation's compliance wilh those requirements. 

In our opinion, the Foundation complied, in all material respects, with the compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the 
year ended December 31, 2010. 

Internal Control Over Compliance 

Management ofthe Foundation is responsible for establishing and maintaining effective internal control 
over compliance with requirements of laws, regulations, contracts and grants applicable to federal 
programs. In planning and performing our audit, we considered the Foundation's intemal control over 
compliance with the requirements that could have a direct and material effect on a major federal program 
to determine the auditing procedures for the purpose of expressing our opinion on compliance and to test 
and report on internal control over compliance in accordance with OMB Circular A-133, but not for the 

Memhpr of 
Deloitte Touche Tohmatsu 



purpose of expressing an opinion on the effectiveness of internal control over compliance Accordingly, 
we do nol express an opinion on the effectiveness ofthe Foundation's internal control over compliance. 

A deficiency in inlernal control over compliance exists when the design or operation of a conlrol over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, lo prevent, or detect and correct, noncompliance with a type ofcompliancc requirement of a 
federal program on a timely basis. A material weakness in inlernal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance such that diere is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal 
program will not be prevented, or delected and corrected, on a timely basis. 

Our consideration of inlernal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not deisgned to identify all deficiencies in internal conlrol over 
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not 
identify any deficiencies in internal control over compliance to be material wcahiesses.. as defined above. 

Schedule of Expenditures of Federal Awards 

We have audited the consolidated financial statements ofthe Foundation as of and for the year ended 
December 31, 2010, and have issued our report thereon dated March 31, 20 IE Our audit was performed 
for the purpose of forming an opinion on the basic financial statements taken as a whole. The 
accompanying schedule of expenditures of federal awards is presented for the purpose of additional 
analysis as required by OMB Circidar A-133 and is not a required part ofthe basic financial statements. 
Such information has been subjected lo the auditing procedures applied in the audit ofthe ba.sic financial 
siatemenls and. in our opinion, is fairly stated, in all material respects, in relation to the basic financial 
statements taken as a W'holc. 

•fhis report is intended solely forthe information and use ofthe members ofthe Audit and Oversight 
Committee ofthe Board of Directors, management, federal awarding agencies, and pass-lhrough entities 
and is nol intended to be and should not be used by anyone other ihan these .specified parties. 

May 10,2011 



OCHSNER CLINIC FOUNDATION 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED DECEMBER 31, 2010 

Description 

Research and Development Cluster: 
Department of Flealth and Human Services: 
National Institute of Flealth 
Flealth Resources and Services Administration 
Passed through other entities 

CFDA/Contract Federal 
Number Expenditures 

various 
various 
various 

$1,357,928 
249.259 
353.064 

Tolal Research and Development Cluster 

Department of Flomeland Security — Public Assistance 
Grants — passed through the State of Louisiana Governt)r"s 
Office of Flomeland Security and Emergency Preparedness 97.036 

1.960,25 

1.068.010 

TOTAL S3.02S,261 

See notes to Scheduleof Expenditures of F'edcral Awards. 
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OCHSNER CLINIC FOUNDATION 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED DECEMBER 31, 2010 

1. BASIS OF ACCOUNTING 

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of 
Ochsner Clinic Foundation (the ''Foundation") and is presented on the accrual basis of accounling. The 
information in this schedule is presented in accordance with the requirements of OMB Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations. 'Fherefore, some amounts presented 
in this schedule may differ from amounts presented in, or iLsed in the preparation of, the basic financial 
statements. 

Federal direct programs arc presented by federal department and by individual federal awards. 

Contract or Catalog of Federal Domestic Assistance (CTDA) numbers arc presented for all individual 
awards scheduled. 

2. DEPARTMFNT OF HEALTH AND HLIMAN SERVICES — NATIONAL INSTITUTE OF 
HEALTH 

Individual amounts included in research and development for the Department of Health and Human 
Services — National Institute of Health are as follows: 

Description 

Lymphomagenesis 

Ochsner Community Clinical Oncology Program 

Cohort Study of Medication Adherance Among Older Adults 

Effect of Intracellular Angiotensin II 

Nicotine & Neuroprotection in Parkinson's Disease 

p66/Insulin Like Growth Factor-1 Reno-Protection 
in Diabetes - ARRA 

p66/lnsulin Like Growth Factor-1 Reno-Protection in Diabetes 

Emergency Medical Services 

Stromal Cell Molecules Required for Lymphoma Generation 

Total 

CFDA 
Number 

93.395 

93.399 

93.866 

93.837 

93.853 

93.701 

93.847 

93.241 

93.396 

Federal 
Expenditures 

S 228,959 

390,594 

358,413 

223,531 

55,220 

56,225 

43,747 

836 

403 

$E357,928 
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DEPARTMEN r OF HEALTH AND HUMAN SERVICES — HEALTH RESOURCES AND 
SERVICES ADMINISTRATION 

Individual amounts included in research and development ibr the Department of Health and Fluman 
Services — Health Resources and Services Administration are as follows: 

Description 

I lealth Care and Other Facilities 

Teleslroke Network 

Small Rural Flospital Improvement Grant Program 

Total 

CFDA 
Number 

93.887 

93.283 

93.301 

Federal 
Expenditures 

$194,832 

52,402 

2,025 

5249,259 



4. DEPARTMENT OF HEALTH AND HUMAN SERVICES 
ENTITIES 

PASSED THROUGH OTHER 

Individual amounts included in the amount passed through other entities for research and development 
from the Department of Health and Fluman Services arc as follows: 

Description 

Passed through Louisiana State Uiiiversit>' — Meiiioring in CV Biology 

Passed through Louisiana Hospital Association-- Health and Human 
Services flospital Prcparcdne.ss Grant 

Pa.'i.'̂ ed through Mayo Clinic Roche-sterand J'einslein In.stiliitc ibr 
Medical Research - • Renal Injury and Adaptation to I leme Proteins 

Pas.scd through Passed through Louisiana State L'livcrsity 
Effects on'V\-5 Ligand-producing T Cells — .\RRA 

Antitninor 

Pa.s.sed through Louisiana Stale ljniversit>' Flealth Sciences Center — 
Interaction of EBV and HPV in the Development of Cervical 
Dysplasia in IIIV : Women — ARRA 

Passed through .American College of Radiology Imaging Network -
American College of Radiology Imaging Network Study 

Passed through Eastern Cooperative Oncology Group. Frontier Science 
& 'fechnology Research Foundation, Comprehensive Cancer Center 
of Wako Forest University and American College of Radiology - -
Community Clinical Oncology Program Research 

Passed through Columbia Presbyterian Medical Center, Duke 
University, Tulanc University Health Sciences Cenier, National 
I lean. Lung & Blood In.stilutc — Heart and Vascular Diseases 
Research 

Passed through Mayo Foundation, ACOSOG fbr Medical Education 
and Research and University of Mississippi Medical Center — 
Gynecologic Oncolog>' Group 

Passed through University of Medicine and Dentistry of 
New Jersey — Carotid Revascularization Endarlerectomy 
(Crest) Trial 

Passed through John Wayne Cancer Institute — A Phase III, 
Randomized Tnal of Surgical Resection Wilh or Without BCG 
Versus Best Medical Therapy as Initial Treatment in Stage IV 
Melanoma — ARRA 

Passed through Louisiana State University — Clinical Research 
Network for the Treatment of Acute Lung Injur>' (ALI) and the 
Acute Respirator>' Distress Syndrome (ARDS) 

Passed through Cornel! University' and Universit)' of Rochester — 
Alias Phase III Albumin in Acute Ischemic 

Total 

CFDA Federal 
Number Expenditures 

93.3S9 

93.889 

93.847 

03.701 

93.701 

93.394 

93.399 

93.837 

93.395 

93.854 

93.701 

93.838 

93.853 

5 102,235 

94,309 

40.810 

34,344 

32,879 

19,913 

23,771 

24,494 

(54,616) 

10.354 

3,390 

6,617 

14,564 

$ 353,064 

8 -



5. SUBRECIPIENT AWARDS 

Ofthe federal expenditures presented in the schedule, Ochsner Clinic Foundafion provided federal 
awards to subrecipients as follows: 

Amount 
Contract/ Provided to 

Program Title CFDA Number Subrecipients 

Cohort Study of Medication Adherence Among Older Adults 93.866 $72,377 

Tolal $72,377 

sif H: ^ ^ itf ^ i 

9-



OCHSNER CLINIC FOUNDATION 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED DECEMBER 31, 2010 

PART I — SUMMARY OF AUDITORS* RESULTS 

1. The independent auditors' report on the financial statements expressed an unqualified opinion. 

2. 'Fhe stalemenl that significant deficiencies in internal control over financial reporting were disclosed by 
the audit and whether any such conditions were material weaknesses is nol applicable. 

3. No instances of noncompliance considered material to the financial statements were disclosed by the 
audit. 

4. The statement that significant deficiencies in inlernal conlrol over compliance with requirements 
applicable to major federal award programs were disclosed by the audit and whether any such conditions 
were material weaknesses is not applicable 

5. The independent auditors" report on compliance with requirements applicable lo major federal award 
programs expressed an unqualified opinion. 

6. The audit disclosed no findings required to be reported by OMB Circular A-133. 

7. The Foundation's major programs were: 
CFDA 

Name of Federal Program or Cluster Number 

Research and Development Clu.ster: 
Department of Fleallh and Fluman Services: 
National Institute of Health various 
I lealth Resources and Services Administration various 
Passed through other entities various 

Department of Homeland Security - Public Assistance 
Grants - passed through the State of Louisiana Governor's 
Office of Flomeland Security and Emergency Preparedness 97.036 

8. A threshold of S300,000 was used to distinguish between Type A and Type B programs as those terms are 
defined in OMB Circular A-133. 

9. The Foundation did qualify as a low-risk auditee as that term is defined in OMB Circular A-133. 

PART II — FINANCIAL STATEMENT FINDINGS SECTION 

No matters are reportable. 

PART III — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS SECTION 

No matters arc reportable. 

- 10 



OCHSNER CLINIC FOUNDATION 

SUMMARY OF PRIOR YEAR AUDIT FINDINGS 
FOR THE YEAR ENDED DECEMBER 31, 2010 

None. 

- II -
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INDEPENDENT AUDITORS' REPORT 

Ochsner Clinic Foundation: 

We have audited the accompanying consolidated balance sheets of Ochsner Clinic Foundafion (OCF) and 
its subsidiaries as of Deceniber 3 I. 2010 and 2009, and the related consolidated statements of operations, 
changes in net as.sets and cash fiows for the years then ended. These consolidated financial statements are 
the responsibility of OCF's management. Our responsibility is to express an opinion on these financial 
statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United Stales of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General ofthe Lhiited States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes consideration of internal control over financial reporting as a basis for 
designing proceduies that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of OCF's inlernal control over financial reporting. Accordingly, we express 
no such opinion. .An audit also includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements, assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our opinion. 

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial 
position of OCF as of December 31, 2010 and 2009. and the results of its operations, changes in its nel 
assets, and its cash Hows for the years then ended in conformity with accounting principles generally 
accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated March 31, 
201 K on our consideration of OCF's internal control over financial reporting and our tests of its 
compliance and other matters. The purpose of diat report is to describe the scope of our testing, and not to 
provide an opinion on the intemal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance wilh Government .Auditing Standards and should be 
read in conjunction with this report in considering the results of our audit. 

"b^%.i!t XWic^UU^ 

March 31, 2011 

Memhef o l 
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OCHSNER CLINIC FOUNDATION AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS 
AS OF DECEMBER 31, 2010 AND 2009 
(In thousands) 

2010 2009 
ASSETS 

C U R R F : N ' F ASSLTS: 
Cash and cash equivalents 
Assets limited as to use required for current liabilities 
Patient accounts receivable — net 
Accounts receivable other 
Pledges receivable — net 
Inventories 
r^repaid expenses and other current assets 
Lstimated third-party payor settlements — net 

Total current assets 

ASSLFS LIMI I LD AS TO USE: 
By board for capital improvenients, cliarit\, research, and odicr 
IJnder bond indenture agreements 
Under self-insurance trust fund 
Donor-restricted long-term invesUuents 

'Fotal assets limited as to use 

Less asseis limited as to use required for current liabilities 

Noncurrent assets limited as to use 

INVFSTMFN FS IN UNCONSOLIDATED AFFILIATES, 
REAL ESTATE, AND OTHER 

PROPERTY — N e t 

GOODWILL — N e l 

INTANGIBLE ASSETS — Net 

DUE FROM RELATED PARTIES 

NOTES RECEIVABLE — Related party 

OTHER ASSETS 

TOTAL. 

Sec notes lo consolidated financial statements. 

S 83.418 $ 43,509 
3.662 

171.709 
16.220 
6.174 

31.391 
15.038 
3,680 

331.292 

319.779' 
21.280 

7.400 
4.5,391 

393,040 

(3,662) 

2,105 
170,313 

17,983 
3.230 

27.391 
8,040 

17,373 

289,944 

255,645 
31,944 
9,074 

42,282 

338,945 

(2,105) 

390.278 336,840 

7.259 

428,579 

43,097 

11,556 

89,885 

25.401 

10,523 

$1,337,870 

7,315 

382,833 

42,693 

11.509 

62,658 

38,473 

6,513 

$ LI 78,778 



LIABILITIES AND NET ASSETS 
2010 2009 

CURRENT LIABILITIES: 
Accounts payable 
Deferred revenue 
Accrued interest 
Accrued salaries and wages 
Accrued compensation for absences 
Notes payable 
Other 
Pension and postretirement obligations — current portion 
Bonds payable — current portion 
Long-term debt — current portion 

Total current liabililies 

OTHER LONG-TERM LIABILITIBS 

PENSION AND POSIRETIREMENT OBLIGATIONS 

BONDS PAY.ABLE 

LONCi-TERM DEBT 

'I'otal liabilities 

CO.MMITMENTS AND CONTINGENCIES (Notes 5 and 15) 

NET ASSETS: 
Unrestricted 
Temporarily restricted 
Permanently restricted 

Tolal net assets 

S 58,994 
2,759 
2,491 

39.527 
26.770 
52.969 
33,528 
5.430 
4,335 
L860 

228,663 

10.647 

72.264 

364.893 

28.602 

705,069 

S 38.099 
1,643 
2,499 

29.125 
23.712 
32,969 
40,978 
8,475 
1,320 

178,820 

11,373 

61,660 

369,001 

7,908 

628,762 

578,585 502,570 
31,851 25,423 
22.365 22,023 

632,801 550,016 

TOTAL S 1,337,870 $1,178,778 



OCHSNER CLINIC FOUNDATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF OPERATIONS 
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009 
(In thousands) 

2010 2009 

UNRFISI'RIClED RRVF.NURS: 
Net paiicnt service revenue 
Oihei operating revenue 
Net assets relca.sed Ironi leitrictions used for operations 

Total iinresiricteJ re\aiuos 

LXPFNSF.S: 
Salaries antl wages 
Benciiis 
Depreciation and amoriizaiion 
Interest 
Medical services to outside provideis 
Medical supplies and services 
Provision for had debts 
Other operating expenses 

"Fotal expenses 

OPFRATING INCO.Mi: 

NONOPRRATING GAINS ANE) LOSSRS — hivcstnient and other gains - - net 

EXCESS OF REVIZNUF.S OVER EXPENSES 

C1L^\NGE 1\ NET UNREALIZED GAINS 

NET ASSETS RELEASED FROM RESTRICTIONS USED FOR CAPITAL ACQUISFFIONS 

INCREASE IN UNRESTRICTED NET ASSE'FS BEFORE EFFECT OF 
PENSION RELATED CMANCiES OTHER 'IHAN NET PERIODIC PENSION COSTS, 
OTHER, AND CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE 

PENSION RELATED CHANGES OTIIER THAN NET PERIODIC PENSION COS'FS 

OTHER 

CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE — Rccla.ssification 

of net assets 

S1.5<J2.16I SI,44i,7.S0 
69.S50 

3,413 

I.6fi5.424 

cm. 240 
I03.S36 
40,504 
21.5SS 

131,01)0 
231,120 
10'),S53 
270,420 

l.r.0S.O72 

56.7.^2 

14,167 

70.010 

J5.I70 

3,-^42 

()1,3S4 
3.04S 

1..5U).1SS 

024.437 
08.432 
."̂ 2.570 
20,1,S2 

118,312 
212.082 
108.807 
2.M.S12 

1.400.700 

40.488 

12.128 

52.610 

34.S9S 

4.011 

80,637 

(13.502) 

(120) 

92,425 

51.901 

42 

INCREASE IN UNRESTRICTED NET ASSETS S 76.015 S 144,428 

Sec notes to consolidated financial statements. 



OCHSNER CLINIC FOUNDATION AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS 
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009 
(In thousands) 

2010 2009 

UNRFSTRICTED NET ASSFTS: 
Fxcess of revenues over expenses 
Change in net unrealized gains 
Net assets released from restrictions used for capital acquisitions 
Pension related changes other than net periodic pension costs 
Other 
CuniulatK'c elTecl of change in accounting principle — Reclassincation 
of net assets 

Increase in unrestricted net assets 

TEMPORARILY RFSFRICILD NB F ASSF'FS: 
Contribulions 
Invesiment incotnc — net of payments to beneficiaries 
Other 
Net assets released from restrictions: 

Operations 
Capital acquisitions 

Cumulative effect of change in accounting principle — rieclassification 
of net asseis 

Increase in temporarily restricted nel assets 

PERMANENTLY RESTRICTED NEF ASSETS — Contributions 

Increase in permanently restricted net assets 

INCREASE IN NET ASSETS 

NET ASSETS — Beginning of year 

NET ASSETS — End of year 

$ 70,919 
15.176 
3,542 

(13.502) 
(120) 

76.015 

10-211 
3,172 

(3,413) 
(3,542) 

6,428 

342 

342 

82.785 

550,016 

$632,801 

$ 52,726 
34,788 

4,911 
51,961 

42 

144,428 

4.676 
4,709 

( 0 

(3.053) 
(4,911) 

(42) 

1,378 

1,368 

1.368 

147,174 

402,842 

$550,016 

Sec notes to consolidated financial statements. 



OCHSNER CLINIC FOUNDATION A N D SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 3 1 , 2010 AND 2009 
(In thousands) 

2010 2009 

C A S I I n . O W S I R O M 0 1 M - ; R . A T I N G A C T l V r i IKS: 
Incicasc in net a.'^scts 
Adj i istnicnt.s to ici:i.)ncilc incii: i i ! ;c in net :issct.s to net c iwl i p rov ided by opeiat iny. ac t iv i i ies : 

Pension related ehiiiif^es other than net per iod ic pension cost.s 
Deprec ia t ion and a ino i t i / .a l i on 
I ' l ox i s ion lor bad dehis 

C o n t i i h i i i i o n s re.^lricicd I'oi" l ong - ie rn i investment.'^ 
N'et r eah /ed and un iea l i ' /ed gains on investments 
Ga in on Ocl isnei Med iea i Center — Nor thshore , 1-LC 
[-OSS ( j ;a in) on disposal o r H x e d a.ssels 
Ga in t in sale o l O e h s n e r Monie l- lcal lh Corpo ra t i on and St. A n n e l l o n i e l-leali l i (No te 1 j 
Changes in opera t ing assets and l i ahd i l i es : 

Accoun ts receivable 
Ot i ie i current assets 
LUiici asseis 
,Accoiint.s payable 
A c c m e d interest and other l i a l i i h t ies 

Net cash p iov ide t l by opera t ing ac(ivitie.< 

C A S M r i . O W S T R O M I N ' V i : . s r i N G A C T I V I I I K S : 
Puichases ot"assets whose use is l i n i i l ed and other i i ivestnients 
Sales and inat i i r i l ies uTasscis whose use is l im i t ed and t i lher i t nes lmen i s 
Capi ta l cxpe i id i t i i ies 

Aeq i i i s i i i on o f Ochsner M e d i c a l Cenier — Nor thshore , L L C (No te 2) 
A c q u i s i t i o n o f Ochsner D M I I , L L C (Note 2) 
Prnceeds received l i o m Uie sale o l p r o p e n y and eq i i ip incn t 
Sale o l a c c o u m s receivable 

Pioceeds lece ived f rom ihe sale o l 'Oc I i sner Monie Mca l lh Corpo ra t i on and .St. Anne 1-Iome 

Heal th (Note I ) 

Ne l cash used in by i nves i i n j : ac i i v i l i cs 

C A S I I I - LOWS l " R O M F I N A N C I N G A C r i v n i l - : S 
Repayment.s o f bonds payable and l ong - t e rm debt 
N e l draws on notes payable 
Draws ot"notes receivable f ro in Ochsner C o m i i u i n i i y I lospi la ls — net 
Proceeds f rom eont r ib i i t ions restr ic ted for long- te rn i investn ienis 

Net cash p rov ided by i i i i anc i ug ac t iv i t ies 

N U T I N C R K A S K I N C A S H A N D C A S H E O U I V A L E N T S 

CASI- I A N D C A S H E Q U I V . A L E N T S — B e g i n n i n g o f y e a i 

C A S H A N D C A S H L Q U I V A L E N T S — End o f y e a r 

S U P P L ! - : M r , N T A I . D I S C L O S U R E — Cash paid for interesi ^net o f amounts cap i iahzed) 

.StJPF'I,i:tvir.NT.M. NONCASH INVt^.STING A N D F-"INANCING ACTIV lT I i lS : 
Properly piircliascs included in accounts p:iyablc 

' fhe piircha.se o f Ochsner M e d i c a l Center — Nor thshore L L C in A p r i l 2010 was funded 
par t ia l ly by 523,640,000 in external f i r i iu ie i i ig . 

In 2010, O C F t ia i i s fc r rcd equ ipment to O H S and O C F recorded a cor responden in j i non cash 
incrci ise in due f r o m related p i i r t ics o f 5283 ,000 (No te 5). 

h i 2009, O C F f inanced equ ipment purchases o f $3 ,917 ,000 (No te lO j . 

See notes to cori.'ioliduled I'lnanciul stiitenients 

S 82.785 

13.502 
' t i ) .50't 

l(J'.),R53 
(342 ) 

(1S.90R) 
(3,-127) 

1 1 1 

(115 ,916) 
(22 ,256) 

720 
22.595 

( ' )O i ) 

1 I7.3:. f) 

(76.3(10) 

40,32'-> 
(60 ,060 ) 
(10,8S6) 

(730 ) 
626 

( I 0 7 , 0 S 1 ) 

(3 ,754) 
20 ,000 
1 3.072 

342 

29 .660 

39 ,909 

43 .509 

$ K3,418 

$ 20.574 

S ,1,477 

S 147.174 

(5 1,961) 
52 ,576 

108,S97 

( I , 3 6 S ) 
(40 ,547) 

(27) 
(9 ,645) 

(97.^)46) 
(37 .625) 

(3 I 1 ) 
(5 ,4K7) 
21 ,049 

84 ,779 

(22 ,504) 
5,717 

(31,6231 

205 
(26 ,250) 

7,4(12 

(67 ,053) 

(6 ,782) 

1 1.623 
1,368 

6,209 

23,935 

19.574 

$ 43 ,509 

$ 20,456 

$ 1,777 
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OCHSNER CLINIC FOUNDATION AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009 

I. SlJMiMAKY OF SIGNIFICANT ACCOUNTING POIJCIKS 

Organization - Ochsner Clinic Foundation (fofmcrly Alton Ochsner iMetiical Foundation or 
Foundation). located in New Orleans, Louisiana, is a not-for-profit institution reporting its activities in 
the following net asset categories; 

Unrestricted: 
Foundation Activities 
Ochsner Foundation Hospital ("Hospital") 
Ochsner Foundation Hospital Westbank Campus 
Researcii 
Liducation 
Elmwood Fitness Center 
Brent House Coiporation 
Ochsner Home Health Corporation (dissolved December 2009) 
Ochsner Clinic LLC ("Clinic") 
GuirCoast Physician Network LLC (GCPN) 
Ochsner Bayou LLC 
East Baton Rouge Medical Center LLC ("Ochsner Medical Center- Baton Rouge") 
Ochsner DME LLC (formed December 2009) 
Ochsner Sysiem Protection Company (formed December 2009) 
Ochsner Medical Center- Northshore LLC (formed April 2010) 

Temporarily restricted: 
Foundation Activities 
Research 
Education 

Pennanently restricted: 
Foundation Activities 
Research 
Education 

During 2006, Ochsner Health System (OHS), a not-for-profit, non stock membership corporation was 
formed as the parent company of Ochsner Clinic Foundation (OCF or "Ochsner"). OCF amended its 
articles of incorporation and by-laws to provide that OHS is its sole member of OCF with the authority 
to appoint the community directors of OCF, constituting a majority of its OCF board of directors. 
Ochsner Health System is also the sole member of Ochsner Community Hospitals (OCH), a 
not-for-profit entity formed in 2006, whose consolidated fmancial statements include the accounts of 
Ochsner Medical Center- Kenner LLC, Ochsner Medical Center - Westbank LLC, and Ochsner Baptist 
Medical Center LLC. 

The consolidated fmancial statements of Ochsner Clinic Foundation include the accounts ofthe Ochsner 
Foundation Hospital - Main Campus, Ochsner Foundation Hospital - Westbank Campus, the Clinic, and 
the Foundation's wholly owned not-for-profit subsidiaries, Gulf Coast Physician Network LLC, Brent 
House Corporation, Ochsner DME LLC. Ochsner Bayou LLC. East Baton Rouge Medical Center LLC 



(dba Ochsner Medical Center - Baton Rouge), Ochsner System Protection Company, and Ochsner 
Medical Center - Northshore LLC. 

On August 31, 2001, the Foundation and the Clinic effected a merger transaction resulting in the net 
assets of Ochsner Clinic LLC being acquired by Alton Ochsner Medical Foundation. Ochsner 
Clinic LLC is a multi-specialty group physician practice operating out of three primary locations and 
several satellite clinics in the New Orleans and Baton Rouge areas, in connection therewith, the name of 
Alton Ochsner Medical l-oundation was changed to Ochsner Clinic Foundation (OCF). and the Clinic 
became a wholly owned subsidiary of OCF. As part ofthe merger transaction, the foundation purchased 
the membership interests ofthe former members ofthe Clinic and the Foundation became the sole 
member of the Clinic. 

The Hospital's medical and teaching staffs consist of physicians associated with the Clinic, a group 
practice of over 850 physicians. OCF also engages in a wide range of medical research, which is 
conducted by the Clinic'.s physicians. The Foundation established the Brent House Coqioration to 
acquire and operate the Brent IIou.se Hotel for the general benefit ofthe patients ofthe Ochsner Health 
System. 

In 2009, 0(!'F formed Southeast Louisiana Homecare LLC (SLH), a joint venture with a third party. 
Coincident therewith. OCF sold 100% ofthe as.sets of Ochsner Home Health Corporation and St. Anne 
Home Health, including related licenses, to SLH and received consideration of 57,402,000 in cash and a 
25% membership interest in SLH. SLH operates as a home health agency and is being accounted for on 
the equity method of accounting by OCF subsequent to the sale. Also in 2009, Ochsner DME LLC and 
Ochsner System Protection Company LLC were established. Ochsner DME LLC was fonned for the 
purpose of selling and leasing durable medical equipment and Ochsner System Protection Company 
LLC operates as a wholly-owned captive insurance company domiciled in the state of Louisiana. 

In 2010, OCF purchased Northshore Regional Medical Center from Tenet Healthcart* Corporation and 
Healthcare Property Partners. The facility operates as Ochsner Medical Center - Northshore (see 
Note 2). 

Basis of Presentation and Principles of Consolidation — The consolidated financial statements have 
been prepared in confonnity with accounting principles generally accepted in the United States of 
America. The consolidated financial statements include the accounts ofthe Foundation and its wholly 
owned subsidiaries. All intercompany accounts and transactions have been eliminated. 

Use of Estimates — The preparation of financial statements in confonnity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date ofthe financial statements. Estimates also affect the reported amounts of 
revenues and expenses during the reporting period. Of particular significance to OCF's financial 
statements are pension assumptions, allowances for doubtful accounts and estimates of amounts to be 
received under govemment healthcare and other provider contracts. Actual results could differ from 
those estimates. 

Charity Care — OCF provides care to patients who meet certain criteria under its charity care policy 
without charge or at amounts less than its established rates. Records of charges foregone for services and 
supplies furnished under the charity care policy are maintained to identify and monitor the level of 
charity care provided. Because OCF does not pursue collection of amounts determined to qualify as 
charity care, they are not reported as revenue. Charges foregone for charity care, based on established 
rates, were approximately 52,149,000 and $1,962,000 during the years ended December 31, 2010 and 
2009, respectively. 

http://IIou.se


Cash and Cash Equivalents — Cash and cash equivalents include investments in highly liquid debt 
instruments with a maturity of three months or less when purchased, excluding amounts whose use is 
limited by board designation or under bond indenture agreements. 

Inventories — Inventories are stated at the lower of first-in, first-out cost or market. 

Pledges Receivable — Unconditional promises to give are recognized as revenues at their fair values in 
the period received. Pledges receivable are recorded net of necessary discounts and allowances. 

Investments — Investments in equity securities with readily determinable fair values and all 
investments in debt securities are measured at fair value in the consolidated balance sheets. Investments 
also include investments in private equity funds, hedge funds, real estate funds, offshore fund vehicles, 
funds of funds and common/collective trust funds structured as limited liability corporations or 
partnerships or trusts. These investments are tenned alternative investments in the notes to the tlnancial 
statements and tho.sc without readily marketable fair values are accounted for under the equity method, 
which approximates fair value. Investment income or loss (including realized gains and losses on 
investments, interest and dividends) is included in the excess of revenues over expenses in unrestricted 
net assets (performance indicator) unless the income or loss is restricted by donor or law. L'nrcalized 
gains and losses on investments are excluded frotti the excess of revenues over expen.scs. If management 
believes a decline in the value of a particular investment is temporary, the decline is included in 
unrealized losses on the consolidated statements of operations. If the decline is evaluated as being ''other 
than temporary." the carrying value ofthe investment is written down and a realized loss is recorded in 
the consolidated statements of operations. OCI' recorded impainnent charges on investment securities of 
approximately SS13.000 and 53.841,000 for the years ended December 31, 2010 and 2009, respectively. 

Assets Limited as to U.se —- Assets limited as to use primarily include assets held by trustees under 
indenture agreements, investments restricted by donors, and designated assets set aside by the Board of 
Trustees primarily for future capital improvements, over which the Board retains control and may at its 
discretion subsequently use for other purposes. Amounts required to meet current liabilities ofthe 
Foundation have been classified in the consolidated balance sheets as current assets. 

Property — Net — Property improvements and additions are recorded at cost and capitalized and 
depreciated on the straight-line basis over the following estimated useful lives ofthe assets, as follows: 

Years 

Land improvenients 5-25 
Buildings 10-40 
Leasehold improvements 12-20 
Equipment, furniture, and fixtures 2-20 

Impairment of Long-Lived Assets — OCF periodically evaluates the carrying value of long-lived 
assets to be held and used when events and circumstances warrant such a review. The carrying value of a 
long-lived asset is considered impaired when the anticipated undiscounted cash flow from such asset is 
separately identifiable and is less than its carrying value. In that event, a loss is recognized based on the 
amount by which the carrying value exceeds the fair market value ofthe long-lived asset. Fair market 
value is determined primarily using the anticipated cash tlows discounted at a rate commensurate with 
the risk involved. Losses on long-lived assets to be disposed of are determined in a similar manner, 
except that fair market values are reduced for the cost to dispose. 



Capitalization of Interest — OCf" capitalizes interest expense on qualifying construction in progress 
expenditures based on an imputed interest rate estimating the OCF's average cost of bonowed funds for 
the project. Such capitalized interest becomes part ofthe cost ofthe related asset and is depreciated over 
its estimated useful life. Capitalized interest costs totaled 5278,000 and 5570.000 for the years ended 
December 3 L 2010 and 2009, respectively. 

Goodwill and Intangible Assets — Goodwill and intangible assets, consisting primarily of trade name 
and employment contracts, were recorded as a result of the Foundation's merger with the Clinic in 2001. 
Goodwill and intangible asseis were amoriized on a straight-line basis over periods generally ranging 
from 2 to 20 years as required under Accounting Principles Board (APB) Opinion No. 17, Intangible 
Assets, through December 31, 2009. Effective fiscal 2010, goodwill and intangible assets with indefinite 
useful lives are no longer amortized in accordance with ASC 350, Intangibles - Goodwill and Other (sec 
"New Accounting Pronouncements" section). 

Deferred Revenue — OCF engages in research activities funded by contracts from U.S. govemment 
agencies and other private sources. Revenue related to grants and contracts is recognized as the related 
costs are incurred. 

Deferred Financing Costs - - In connection with the series 2007 bonds (see Note 9), financing costs 
approximating $4,488,000 were capitalized and are being amortized over the respective lives ofthe 
bonds. Accumulated amortization of these deferred financing costs approximate $373,000 and $260,000 
at December 31, 2010 and 2009. respectively. 

Professional and General Liability Insurance ~ - Professional and general liability claims have been 
asserted against OCF by various claimants. The claims are in various stages of processing and some may 
ultimately be brought to trial. Incidents occurring through December 31, 2010, may result in the 
assertion of additional claims. OCF participates in a risk management program to provide for 
professional and general liability coverage. Under this program, OCF carries professional and general 
liability insurance coverage for up to S40 million each of annual aggregate claims subject to certain 
deductible provisions. 

OCF, with the exception of Ochsner Medical Center- West Bank, Ochsner Medical Center- North 
Shore, and Ochsner Medical Center - Baton Rouge, is self-insured with respect to the first $3,000,000 of 
each claim for professional liability with an aggregate exposure of 56,000,000. General liability claims 
are subject to a retention of $1,000,000 per claim and 52,000,000 aggregate (up to an annual combined 
aggregate of 58,000,000). For Ochsner Medical Center- West Bank and Ochsner Medical Center-
Northshore LLC, the retention is reduced to $100,000 for each individual general and professional 
liability claim. 

As stated below, professional liability claims are limited by Louisiana statute to 5100,000 per 
occurrence. OCF has made contributions to a trust fund held by a financial institution. The amount to be 
contributed to this fund is determined annually by an independent actuary. Disbursements are made from 
the fund for self-insured professional and general liability claims, claims administration costs and legal 
fees. The tmst fund assets total approximately $7,490,000 and 59,074,000 at December 31, 2010 and 
2009, respectively. The estimated liability recorded by OCF for claims at December 31, 2010 and 2009, 
based on the actuarial report mentioned above and discounted at 3.5% and 4.5%, respectively, is 
approximately $11,152,000 and 511,179,000, respectively. Amounts accrued relate to funding for fiscal 
2010 and, upon payment, will increase the fund to a balance which approximates the actuarial liability. 
If the risk management program is terminated, the trust fund balance, if any, reverts to OCF after 
satisfaction of outstanding claitns. Any proceeds from such a reversion would be used to reduce future 
costs for liability coverage. 
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Ochsner Medical Center - Baton Rouge has its own policy for professional liability claims, which does 
not include a retention. The estimated liability recorded by Ochsner Medical Center - Baton Rouge for 
claims at December 31, 2010, based on the actuarial report discounted at 4.0% is approximately 
5531,000. 

In 1975. the State of Louisiana enacted the iMedical Malpractice Act. The Act established the Patient's 
Compensation Fund and limited recovery in medical malpractice cases to $500,000, the first 5100,000 of 
which is payable by the health care provider and the remainder of which is payable by the Patient's 
Compensation Fund for participants in the fund. OCF participates in the Patient's Compensation Fund. 
The limitation on recovery has been challenged and, to date, successfully defended in the courts. 
Expenditures recorded by OCF for participation in the Patient's Compensation Fund for the years ended 
Deceniber 31, 2010 and 2009. were approximately 520,209.000 and $17,823,000, respectively. 

Estimated Workers- Compensation and Employee Health Claims - - The provisions for estimated 
workers" compensation and employee health claims, totaling $7,529,000 and 57,897,000 at 
December 31. 2010 and 2009. respectively, incluiie estimates for the ultimate costs for both reported 
claims and claims incurred but not reported in accordance with Financial Accounting Standards Board 
(FASB) Accounting Standards Codification (ASC) 450. Contingencies. These estimates incorporate 
OCF's past experience, as well as other considerations, including the nature of claims, industry data, 
relevant trends, and the use of actuarial information. 

Temporarily and Permanently Restricted Net Assets — Temporarily restricted net assets are those 
whose use by OCF has been limited by donors to a specific time period or puipose. Permanently 
restricted net assets have been restricted by donors to be maintained by OCF in perpetuity. 

Consolidated Statement of Operations — For purposes of presentation, all revenues and expenses are 
reported as operating except for investment income and other gains - net, which is reported as 
nonoperating. 

Excess of Revenues Over Expenses - - The consolidated statements of operations and changes in net 
assets include excess of revenues over expenses. Changes in unrestricted net assets, which are excluded 
from e.xcess of revenues over expenses, consistent with industry practice, include unrealized gains and 
losses on investments, contributions of property and equipment, contributions used to acquire property 
and equipment, pension related changes other than net periodic pension costs, other, and cumulative 
effect of change in accounting principle. 

Donor-Restricted Gifts — Unconditional promises to give cash and other assets are reported at fair 
value at the date the promise is received, which is then treated as cost. The gifts are reported as either 
temporarily or permanently restricted support if they are received with donor stipulations that limit the 
u.se ofthe donated assets. When a donor restriction expires, that is, when a stipulated time restriction 
ends or purpose restriction is accomplished, temporarily restricted net assets are reclassified as 
unrestricted net assets and reported in the consolidated statements of operations as net assets released 
from restrictions. 

Fair Value of Financial Instruments — The following methods and assumptions were used by OCF in 
estimating the fair value of its financial instmments: 

Current Assets and Liabilities — OCF considers the carrying amounts of financial instruments 
classified as current assets and liabililies to be a reasonable estimate of their fair values. 
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Investments — The fair values of OCF"s marketable equity and debt securities are based on quoted 
market prices in an active market. The carrying amounts reported in the consolidated balance sheets 
for OCF's other investments approximate fair value (see Note 17). 

Bonds Payable — The fair values of OCF's revenue bonds are based on currently traded values of 
similar financial instruments as disclosed in Note 9. 

Related Party Receivables — Because ofthe related party nature ofthe due from related parties and 
notes receivable - related party, a detemiination ofthe fair value is not considered meaningful. 

Income Taxes — OCF and its subsidiaries qualify as tax exempt organizations under 
Section 501 (c)(3) and/or 509 (a)(3) ofthe Internal Revenue Code and are exempt from Federal and 
State inconie taxes. 

Concentration of Credit Risk — OCF grants credit without collateral to its patients, most of whom are 
local residents and are insured under third-party payor agreements. 

Risks and Uncertainties — OCF\s btisiness could be impacted by continuing price pressure on new and 
renewal business, OCF's ability to effectively control health care costs, additional competitors entering 
OCF's markets, and Federal and State legislation in the area of health care reform. Changes in these 
areas could adversely impact OCF's operations in the future. 

Reclassifications — We have recast certain amounts for prior periods to conform to our 2010 
presentation. Long-term debt of $7,908,000 was reclassified from other long-term liabilities to long-tenn 
debt. 

New Accounting Pronouncements — In .Ianuar\' 2010, the FASB issued Accounting Standards Update 
(ASU) 2010-07. which codifies ASC 350, Intangibles - Goodwill and Other. ASU 2010-07 provides 
guidance on how a not-for-profit entity detennines whether a combination is a merger or an acquisition, 
applies the carryover method in accounting for a merger, applies the acquisition method in accounting 
for an acquisition, including determining which ofthe combining entities is the acquirer; and determines 
what infonnation to disclose to enable users of financial statements to evaluate the nature and financial 
effects of a merger or an acquisition. ASU 2010-07 is effective prospectively for mergers that occur at or 
after the beginning of an initial reporting period that begins on or after Deceniber 15, 2009. In addition, 
ASU 2010-07 applied previously issued guidance regarding the periodic impainnent evaluation for 
goodwill and the accounting for noncontrolling interests to not-for-profit entities for reporting periods 
beginning on or after December 15, 2009. OCF adopted ASU 2010-07 on January 1. 2010 and as a 
result, goodwill and trade name were no longer amortized, resulting in a decrease in amortization 
expense of $4,640,000 in the statement of operations for fiscal year 2010. OCF will review goodwill and 
intangible assets for impairment at least annually. There was no impact to OCF's financial statements 
related to the adoption ofthe provisions related to the accounting for noncontrolling interests. 

In August 2008, the FASB issued FASB Staff Position 117-1, Endowments of Not-for-Profit 
Organizations: Net Asset Classification of Funds Subject to an Enacted Version ofthe Uniform Prudent 
Management of Institutional Funds Act (UPMIFA). and Enhanced Disclosure for All Endowment Funds 
(FSP FAS 117-1). FSP FAS 117-1 was codified in June 2009 as ASC Topic 205-958-45, PreseiUation -
Not for Profit Entities (ASC 205). ASC 205 provides guidance on the net asset classification of donor-
restricted endowment funds for a not-for-profit organization that is subject to an enacted version of 
UPMIFA. which the state of Louisiana enacted on July I, 2010, During 2010, OCF retroactively adopted 
the provisions of UPMIFA and ASC 205 as of January 1, 2009, and as a result, reclassified $42,000 of 
temporarily restricted net assets as of December 31, 2009 to unrestricted net assets. These 
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reclassifications have been reported as a cumulative effect of change in accounting principle in the 
statement of operations for the year ended Deceniber 31, 2009. In addition to this reclassification of net 
assets, 5467,000 of net gains on investments that were reported previously as unrestricted gains on 
investments, net of distributions, have been reclassified to temporarily restricted income on investments 
in the statement of operations for the year ended December 31, 2009. 

2. BUSINESS COMBINATION .AND PURCHASE .ACCOUNTING 

Ochsner Medical Center - Northshore LLC — On .April I. 2010, OCF purchased Northshore 
Regional Medical Center in Slidell. Louisiana from Tenet Healthcare Corporation and Healthcare 
Property Partners. The facility will operate as Ochsner Medical Center - Northshore IXC. 

Total purchase price for the facility was approximately 532,800,000 in addition to net asset adjustments 
and closing costs of $617,000. The acquisition was funded through cash on hand at the date of 
acquisition as well as through extemal financing. As part ofthe acquisition, OCF allocated the purchase 
price to the acquired assets and liabilities. 

The financial statements ofthe facility acquired primarily consist of property, plant, and equipment and 
working capital items. Tlie following is a summary ofthe funding sources for these transactions (in 
thousands): 

Cash 510,886 
External fmancing 23,640 

Total sources of acquisition funding $34,526 

The purchase price allocation has been prepared on a preliminary basis and changes may occur as 
additional information becomes available. The following is a summary ofthe estimated fair values ofthe 
assets acquired and liabilities assumed as ofthe date ofthe acquisitions {in thousands): 

Inventory $ 1,648 
Prepaid expenses and other current assets 114 
Property, plant, and equipment 32,800 
Other assets 1,404 

Total assets acquired 35,966 

Total liabilities assumed 1,440 

Purchase price 534,526 

Ochsner DME LLC— On December 27, 2010, OCF purchased Total Health Solutions, a healthcare 
products, supply and .solutions business licensed to provide durable medical equipment from Healthcare 
Development Group, L.L.C. The entity will operate as Ochsner Durable Medical Equipment, L.L.C. 
(Ochsner DME LLC). 

Total purchase price for the facility was approximately $730,000 in addition to net asset adjustments. 
The acquisition was funded through cash on hand at the date of acquisition. As part ofthe acquisition, 
OCF allocated the purchase price to the acquired assets and liabilities. 
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The purchase price allocation has been prepared on a preliminary basis and changes may occur as 
additional information becomes available. The following is a summary ofthe estimated fair values ofthe 
assets acquired and liabilities assumed as ofthe date ofthe acquisitions (in thousands): 

Inventoiy 
Property, plant, and equipment 
Goodwill 

Total as.sets acquired 

Purchase price 

$231 
95 

404 

730 

S730 

3. INVESTMENTS 

A summary ofthe carrying value of OCF's investments at December 31. 2010 and 2009, follows 
(in thousands): 

2010 2009 

SI 53,349 
80,266 
96.724 
58,229 

5,441 
2,892 
4.298 

$401,199 

.5123,277 
9L252 
73,101 
42,050 

5,441 
2,949 
8,190 

$346,260 

Marketable equity securities 
Fixed income investments 
Money market funds 
Alternative 
Real estate 
Investment in unconsolidated alTiliates 
Other 

Total 

Investment inconie and other gains and los.scs are classified as nonoperating and are comprised of 
interest and dividend income of $9,477,000 and $6,946,000. and realized net gains on sales of securities 
of $4,690,000 and 55.292.000 for the years ended December 31, 2010 and 2009, respectively. 

Alternative Investments — Alteniative investments include private equity funds, hedge funds, real 
estate funds, offshore fund vehicles, funds of funds and common/colleetive tmst funds structured as 
limited liability corporations or partnerships or trusts. These funds invest in certain types of financial 
instmments, including, among others, futures and forward contracts, options, and securities sold not yet 
purchased, intended to hedge against changes in the market value of investments. These financial 
instmments. which involve varying degrees of off-balance-sheet risk, may result in loss due to changes 
in the market (market risk). 

Investment Impairment — OCF recorded impairment charges on investment securities of 
approximately $813,000 and $3,841,000 for the years ended December 31, 2010 and 2009, respectively, 
'fhe investment securities on which the impairment charge was recorded were primarily equity 
securities, which are carried at fair value with changes in unrealized gains and losses generally being 
recorded as adjustments below the performance indicator. The fair value of investments is based on 
quoted market prices. Upon managemenfs review and evaluation ofthe individual investment 
securities, management deemed the market decline for certain investment securities to be 
"other-than-temporary", primarily due to OCF's lack of ability to hold the securities until recovery due 
to the use of an investment manager to execute investment transactions and decisions. The related 
adjustment to fair value for these investment securities was recognized in realized losses as a part ofthe 
performance indicator. 
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As of December 31, 2010 and 2009. there were no investments with a decline in fair value from cost as 
all aniounts were considered other than temporary impairments and, as noted above, were recognized as 
realized losses as a part ofthe performance indicator. 

4. PATIENT ACCOUNTS RECEIVABLE 

At December 31, 2010 and 2009, OCF's patient accounts receivable balances were due from the 
following sources (in thousands): 

2010 2009 

Government agencies $ 7L227 $ 65,988 
Patients " 6LS54 76,478 
Managed care/indemnity 141,790 134.787 

Total 274,871 277,253 

Less allowance for doublful accounts (103,162) (106,940) 

Patient accounts receivable — net $ 171,709 $ 170,313 

5. RELATED-PARTY TRANSACTIONS 

Due from OHS and OCH — OCF pays fees to OHS for administrative support and oversight. Fees 
incurred totaled $103,559,000 and $91,180,000 for the years ended December 31, 2010 and 2009, 
respectively, and arc included in salaries and wages, benefits, depreciation and amortization, medical 
supplies and services, and other operating expenses in the consolidated statement of operations and 
changes in net assets. OCF also advanced interest free funds for operations to OHS and OCH. Such 
amounts relate to payment for payroll, rent, and invoices made by OCF on behalf of OILS and OCH and 
are included in due from related parties in the accompanying balance sheets. OCF advanced 58,130,000 
and $8,875,000 to OHS for the years ended December 31, 2010 and 2009. respectively. OCF advanced 
519,998,000 and $17,222,000 to OCH for the years ended Deceniber 3 I, 20010 and 2009. respectively. 
At December 31, 2010 and 2009, amounts owed from OHS and OCH total 539,503,000 and 
$32,274,000 and $50,382,000 and $30,384,000 respectively, and are included in due from related parties 
in the accompanying balance sheets. In 2010. $283,000 was included a reduction of due to related 
parties as amounts owed to OHS for equipment, fumiture, and fixtures transferred to OHS. 

Note receivable — OCF has a note receivable with OCH in the original principal amount of $60 million 
which was primarily used to redeem the OCH Revenue Note Series 2006 bonds. Amounts advanced 
under the note receivable bear interest at the Prime Rate (3.25%. at December 31. 2010 and 2009). 
Interest payments are due monthly and principal, accmed interest, and other charges are due and payable 
on demand. The note is secured by a Mortgage and Security Agreement Securing Future Advances 
granted by OCH. During 2010 and 2009, OCF recorded interest income totaling $916,000 and 
$1,516,000, respectively. The note receivable balance as of December 31, 2010 and 2009, is 
$25,401,000 and $38,473,000, respectively, and is recorded as notes receivable — related party in the 
accompanying consolidated balance sheets. 
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Financial support arrangement with OCH — Since commencing operations in 2006, OCH's operations 
and capital expenditures have been primarily funded (i) through the issuance of long-tenn notes payable 
and bonds payable of $45,372,000 and $77,025,000, respectively, at Deceniber 31. 2010. and $45,719,000 
and $80,555,000. respectively, at Deceniber 31. 2009 to third parties guaranteed by OCF, and (ii) by cash 
advances and the issuance of notes payable due on demand of 525,401,000 and 538,473,000 respectively, 
at December 3 I, 2010 and 2009 from OCF (a related party under common ownership and conlrol) (as 
noted above). OCH incurred a net operating loss of $8,749,000 and $8,601,000 for the years ended 
December 31, 2010 and 2009. respectively, and has liabilities that exceed assets by $98,466,000 and 
$90,237,000 at December 3 1, 2010 and 2009, respectively. OCF has committed to OCH to continue to 
provide or maintain fmancial support through the continuation of financing to enable OCH to meet and 
di.scharge its liabilities in the normal course of business for the next 12 months through January 1. 2012. 
as well as, committed not to demand repayment ofthe note payable due on demand during this time. 

Insurance coverage — Beginning May 3 1, 2010. OCF and OCH participate in a captive insurance 
program with OSPC which provides for certain of its property coverages accessed via die reinsurance 
market. Premiums paid by OCF total $2,528,000 for the year ended December 31. 2010 and eliminate 
upon consolidation. 

6. PROPERTY —NET 

OCF's investment in property at December 31, 2010 and 2009. is as follows (in thousands): 

2010 2009 

Land and improvements 
Buildings 
Leasehold improvements 
Equipment, furniture, and fixtures 
Construction in progress 

Total property — at cost 

Less accumulated depreciation 

Property — net 

Depreciation and amortization expense totaled approximately $48,406,000 and 547,922,000, 
respectively, for the years ended December 31, 2010 and 2009. 

At December 31, 2010 and 2009, OCF has purchase commitments totaling approximately 510,685,000 
and $7,182,000 respectively, toward additional capital expenditures. 

$ 68.823 
607.076 
42,404 

361,856 
21,087 

1,I0L246 

(672,667) 

$ 428,579 

$ 56.287 
575.078 
38.274 

336.524 
14.009 

1,020,172 

(637.339) 

$ 382,833 
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GOODWILL AND INTANGIBLE ASSETS — NET 

As stated in Note 1, on August 31, 2001, the Foundation and the Clinic effected a merger transaction 
resulting in the net assets ofthe Clinic being acquired by Alton Ochsner Medical Foundation. 

I he cost to acquire the Clinic was allocated to the assets acquired and liabilities assumed according to 
their estimated fair values. In addition, the carrying values of certain other assets and liabilities ofthe 
Clinic were changed to reflect management's estimate of fair value vndtr purchase accounting. 

Aniounts recorded as goodwill and intangible assets as of December 31. 2010 and 2009, are (in 
thousands): 

2010 2009 

Goodwill $ 73,592 S 73,188 
Less accumulated amortization (30,495) (30,495) 

Goodwill — net S 43.097 $ 42,693 

Tradename 5 19,600 5 19,600 
Other 986 939 

Total 20,586 20,539 

Less accumulated amortization (9,030) (9,030) 

Intangible assets — net $ 11.556 $ 11,509 

Prior to January 1, 2010. OCF amortized goodwill and intangible assets on a straight line basis using 20 
years as the useful lives. Amortization e.xpense related to goodwill and intangibles totaled approximately 
53,660.000 and 5994.000, respectively, for the year ended December 3 L 2009. In January 2010. the 
FASB issued Accounting Standards Update (ASU) 2010-07, which codifies ASC 350. Intangibles -
Goodwill and Other. OCF adopted ASU 2010-07 on January 1, 2010 and as a result, goodwill and trade 
name were no longer amortized. 

In 2010, OCF recorded an additional $404,000 of goodwill in connection with the acquisition of 
Ochsner DME LLC (see Note 2). 

17 



8. NOTES PAYABLE 

OCF has a loan agreement with a bank which provides a credit line, fhe loan agreement was amended 
on September 29, 2009 to establish the interest rate on outstanding borrowings as the 30 day LIBOR 
index plus one hundred (100) basis points (1.00%) and set an expiration./renewal date of September 28. 
2010. On March 31, 2010. the note was further amended to increase the amount available under the note 
from $33,000,000 to 553.000.000. modify the interest rate to 30 day LIBOR index plus one hundred 
fifty (150) basis points (1.50%), and set an expiration.-renewal date of March 29, 2011. The line of credit 
was renewed through May 31, 2011. BoiTowings under the airangement arc unsecured, however OCF 
must meet certain financial covenanls. OCF was in compliance with the.se covenants at December 31, 
2010 and 2009. At December 3 1, 2010 and 2009. OCF had borrowings outstanding under this 
arrangement of 552,969,000 and 532.969.000, respecfively. At December 31, 2010 and 2009, the 
amount of line of credit reserved for three standby letters of credit with a utility provider amounted to 
S31.500 for both years. The interest rate on outstanding borrowings is based on LIBOR and. 
consequently, Huctuates from month to month. The rate on outstanding indebtedness under this 
arrangement was 1.76% and 1.24% ai December 31, 2010 and 2009, respectively. All aniounis arc 
cla-ssificd as current at December 31. 2010 and 2009. 

9. BONDS PAYABLE 

At December 3 L 2010 and 2009, bonds payable consist ofthe following tax-exempt revenue bonds 
issued by the Louisiana Public Facilities Authority (LPFA) on behalf of OCF for the purpose of 
refunding the Series 2002A and 2002B bonds as well as providing fitnding for capital projects {in 
thousands): 

2010 2009 

Series 2007-A issued September 2007, due serially 2009-2047, 
annual interest rates ranging from 5.00%) to 5.50̂ ''(> $377,450 5378,770 

Less unamortized net bond discount (8.222) (8,449) 

Total bonds 369,228 370,321 

I .ess current portion (4,335) (1,320) 

Noncurrent portion of bonds payable 5364,893 $369,001 

The OCF Series 2007-A bonds were issued by the LPFA on behalf of OCH for the purpose of advance 
refunding the Series 2002A and 2002B bonds as well as providing funding for capital projects. The 
$380,030,000 Revenue Bonds were issued at fixed rates through the LPFA at a discount of 
approximately 59.000.000. 

Also, under the terms ofthe bond indenture, OCF is required to make certain deposits of principal and 
interest with a trustee. Such deposits are included wilh assets limited as to use in the financial 
statements. The bond indenture also places limits on the incurrence of additional borrowings and 
requires that OCF satisfy certain measures of financial performance as long as the bonds are 
outstanding. OCF is currently in compliance with these requirements. 

The Series 2007 bonds are general obligations of OCF, and all present and future accounts receivable arc 
pledged to repayment of the bonds. 
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At December 31, 2010, scheduled repayments of principal and sinking fund installments to retire the 
bonds payable are as follows (in thousands): 

Years Ending 
December 31 

2011 5 4,335 
2012 4,695 
2013 4,785 
2014 5.475 
2015 5,880 
Thereafter 352,280 

5377,450 

The estimated fair value of OCh"s 2007-A Series bonds as of December 3L 2010 and 2009 is 
approximately 5329,736.000 and 5350.500,000 respectively. 

10. LONG-TERM DEBT 

A summarv of long-term debt at December 31, 2010 and 2009. is as follows (in thousands): 

Working capital note, due May 2016, including accrued interest 

Equipment loan, due December 2011 

Equipmenl loan, due April 2015 

Loans on land and building, due April 2015 
Less unamortized discount 

Total loans on land and building 

Total long-term debt 

Less current portion of long-tenn debt 

Noncurrent portion of long-tenn debt 

St. Anne — On May 1, 2006, OCF entered into lease and management services agreements with 
Lafourche Parish Hospital Service District No. 2 ("Lafourche"), who owns and operates St. Anne 
General Hospital and related facilities ("St. Anne") of Raceland, Louisiana. Under the agreements, OCF 
leases the St. Anne buildings and facilities, purchased working capital and certain equipment of St. 
Anne's and operates the hospital for a specified period of time (see further discussion at Note 15). As 
part of the agreement, OCF entered into an unsecured note payable with Lafourche for the purchase of 
its working capital and equipment. On December 31, 2010, OCF and Lafourche executed an amendment 
in which the principal and all accrued and unpaid interest of $8,029,000 became the new principal 
amoimt ofthe note and the note was extended for five years to a maturity date of May 1, 2016. The 
interest rate on the working capital note, based on the 5-Ycar Yield Tax Exempt Insured Revenue Bond 
Rate published by Bloomberg, was 1.49% and 1.60% at Deceniber 31, 2010 and 2009, respectively. All 

19 

2010 

S 8-029 

1,566 

7,795 

15.640 
(2.568) 

13,072 

30.462 

(1,860) 

$28,602 

2009 

5 7,908 

7,908 

57,908 



amounts are cla.ssified as non-current at Deccmber31, 2010 and December 31, 2009 and are included in 
long-term debt on the consolidated balance sheets. Due to the variable nature ofthe interest rate, 
carrying value approximates fair value of this note. 

Ochsner .Medical Center-Northshore LLC - - O CF ' s purchase of Northshore Regional Medical 
Center on April I. 2010 was partially financed by an 58.000.000 equipment loan and a 515,640.000 loan 
on the land and buildings. The equipment loan has a term of 60 months with a balloon payment due on 
April 1. 2015. The loan on land and buildings is also due on April I. 2015. 

Equipment Loan — In November 2009. OCT entered into an agreement to finance equipment 
purcha.ses in the amount of $3,917,000. Equipment purchases were received by (!)CF in March 2010. 
Principal payments arc due in semi-annual installments which commenced on December 31, 2009 and 
mature in December 2011. 

At December 31. 2010, scheduled repayments of long-tenn debt are as follows (in thousands): 

December 31 

2011 
2012 
2013 
2014 
2015 
I'hereafter 

11. EMPLOYEE BENEFIT PLANS 

Defined Benefit Pension Plan — Certain employees of OCF and its subsidiaries are covered under a 
defined benefit pension plan. The plan is noncontributory and provides benefits that are based on the 
participants' credited service and average compensation during the last i'wt years of covered 
employment. As of December 3 1, 2006, benefit accmals ceased for all plan participants under age 40 
and those over 40 who elected to freeze their retirement plan benefits. OCF made an additional change 
to the plan and as of December 31, 2009 benefit accmals cease for all plan participants under age 55 
with less than 10 years of service (rounded to the nearest 6 months). Physician/execufive participants are 
frozen as of December 3 1, 2009. regardless of age and ser\'ice. Parficipants who are not frozen as of 
December 31. 2009 can accnic benefits until the earlier of age 65 or December 31, 2014. No new 
participants are allowed to enter the plan. Contributions are intended to provide not only for benefiis 
attributed to service to date but also for those expected to be eamed in the future. OCT makes 
contributions to its qualified plan that satisfies the minimum funding requirements under Employee 
Retirement Income Security Act of 1974. These contributions are intended to provide not only tbr 
benefits attributed to services rendered to date but also those expected to be eamed in the future. 

$ 1.860 
945 
945 
945 

4.666 
23.669 

$33,030 



The following table sets forth the changes in benefit obligations, changes in plan assets, and components 
of net periodic benefit cost (in thousands); 

2010 2009 

Change m benefit obligation: 
Benefit obligation — beginning of year 
Service cost 
Interest cost 
Actuarial loss 
Curtailments 
Benefits paid 

Benefit obligafion — end of year 

C-hange in plan asseis: 
Fair value of plan asseis — beginning of year 
.Actual return on plan assets 
Employer contributions 
Benefits paid 

Fair value of plan asseis — end of year 

Funded status 

$ 366,112 
1.5,50 

22,088 
23,960 

(15,480) 

398.230 

300,319 
35,665 
8,053 

(15,480) 

328,557 

S (69,673) 

2010 

5 351,176 
7,550 

21,599 
4,179 
(4,725) 

(13-667) 

366,112 

242,039 
64,876 
7.071 

(13,667) 

300,319 

% (65.793) 

2009 

Amounts recognized in the consolidated balance sheets consist of 
Pension and postretirement obligations — current portion 
Pension and postretirement obligations - - noncurrent portion 
Accumulated unrestricted net assets 

(69,673) 
N/A 

(65.792) 
N/A 

Amounls reeognb^ed in accumulated unrestricted net assets: 
Net actuarial loss 
Prior service credit 

$ 95.954 
(209) 

$ 82,545 
(271) 

fotal amounts recoiini/ed $ 95,745 $ 82,274 

Other changes in plan assets and benefit obligations recognized 
in accumulated untestricted net assets: 
Net loss (gain) 
Recognized loss 
Recognized prior service credit 

$ 14,942 
(1,534) 

63 

$ (43,958) 
(10,983) 
2.855 

Total aniounts recognized $ 13,471 $ (52,086) 

Weighted-average assumptions used to determine projected benefit obligations at December 31, 2010 
and 2009, were as follows: 

2010 2009 

Weighted-average discount rate 
Rate of compensafion increase 

5.70% 6.15 % 
Graded Graded 
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Net periodic pension cost for the years endeil December 31. 2010 and 2009. includes the followinj 
component (in thousand.s): 

2010 2009 

Service cost 
Interest cost 
Expected return on plan assets 
Amortization of net loss 
Recognized prior service credit 
Recognized gain due lo curtailments 

Nel periodic pension (benefit) cost 

$ 1.551 
22,088 

(26.647) 
L.533 

(63) 

$ (1,538) 

S 7,551 
21,599 

(21.465) 
10.983 

(588) 
(2,267) 

$ 15,813 

Weighted average assumptions used to detennine net periodic pension cost for the years ended 
December 31. 2010 and 2009, were as follows: 

2010 2009 

Weighted average discount rale 
Expected return on plan assets 
Rale of compensation increase 

6.15 % 
9.00 

Graded 

6.25 % 
9.00 

Graded 

The defined benefit pension plan asset allocation as ofthe measurement date (Deceniber 3 L 2010 and 
December 31. 2009) and the target asset allocation, presented as a percentage of total plan assets, were 
as follows: 

Debt securifies 
Equity securities 
Private equity/venture capital 
I ledge funds 
Natural Resources/REffs 
Other 

310 

34 % 
41 

-> 
13 
10 
I 

2009 

33 % 
42 

I 
14 
9 
I 

Target 
Allocation 

25%-30% 
37%-59% 
0%-7% 

10%-15% 
3'?/c l̂O% 

0% 

Asset allocations and investment perfonnance are formally reviewed at regularly scheduled meeungs 
several fimes during the year by the Investment Committee of OCF. OCF utilizes an investment 
consultant and multiple managers for different as.set classes. The Investment Committee takes into 
account liquidity needs ofthe plan to pay benefits in the short-term and the anficipated long-tcmi 
obligations ofthe plan. 
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The primary financial objectives ofthe plan arc to (1) provide a stream of relatively predictable, stable, 
and constant eamings in support ofthe plan's annual benefit obligations; and (2) preserve and enhance 
the real (infialion-adjusted) value ofthe assets ofthe plan. The long-tenn investment objectives ofthe . 
plan are lo (1) attain the average annual total retuni assumed in the plan's most recent actuarial 
assumptions (net of investment management fees) over rolling five-year periods; (2) outperform the 
plan's custom benchmark; and (3) outperform the median return of a pool of refirement funds to be 
identified in conjunction with OCF's investment consultant. 

'Ihe asset allocation is designed to provide a diversified mix of asset classes including U.S. and foreign 
equity securities, fixed inconie securities, real estate investment trusts, natural resources, cash, and funds 
to hedge against defiation and infiation. Risk management practices include various criteria for each 
asset class including measurement against several benchmarks, achievement of a positive risk adjusted 
return, and investment guidelines for each class of assets which enumerate types of investment allowed 
in each category. 

The OCF Retirement Plan Statement of Investment Policies and Objectives provides for a range of 
minimum and maximum investments in each asset class to allow fiexibility in achieving expected 
long-term rate of reium. Historical return pattenis and correlations, consensus retum forecast and other 
relevant financial factors are analyzed to check for reasonableness and appropriateness ofthe asset 
allocation to assure thai the probability of meeting actuarial assumptions is reasonable. OCF 'lreasur>' 
staff oversees the day-to-day activities involving assets ofthe Plan and the implementation ofany 
changes adopted by the Investment Committee. 

OCF currently expects to make a contribution to the defined benefit pension plan of approximately 
$5.0 million in 2011. 

For 2010 and 2009, OCF's defined benefit plan had accumulated benefit obligafions of approximately 
5395,047.000 and 5362.500,000, respecfively. 

The estimated net gain/loss and prior service cost for the defined benefit pension plan that will be 
amorfized from accumulated unrestricted net assets into net periodic benefit cost over the next fiscal 
year is $1,812,000 and 51,464,000, respectively. 

Future benefit payments expected to be paid in each ofthe next five fiscal years and in the aggregate for 
the following five years as of December 31, 2010, are as follows (in thousands): 

Years Ending 
December 31 

2011 $ 19,186 
2012 20,339 
2013 21,444 
2014 22,851 
2015 23,978 
2016-2020 135,272 

5243,070 
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Detmed Contribution Plans — All employees of OCF meeting eligibility requirements may participate 
in the Ochsner Clinic I'oundafion 401(k) Plan (the "Plan"). Also, effective for the 2010 Plan year, OCI' 
may annually elect to make a retirement contribufion on behalf of eligible employees in an amount up to 
2% ofthe participant's annual Eligible C'ompensafion. In addition. OCT may annually elect lo make a 
match for eligible employees 50% ofthe first 4% the employees contribute into their 401(k). At 
December 31. 2010 and 2009. OCF has accmed 513,673.000 and $6,294,000 for matching contributions 
to the plan for the 2010 and 2009 fiscal years, respectively. The 2009 contribution was remitted to the 
Trustee in April 2010 and the 2010 contribulion will be remitted in April 2011. 

C?ertain OCF employees are also covered under a 457(0 plan. The 457(f) plan was created to replace 
100% ofthe benefit target tor employees under age 65 as of December 31, 2009 whose benefits in the 
defined benefil pension plan were frozen. The participant pays taxes at vesting and payout occurs at the 
later of age 65 or retirement. Parficipants ofthe 457(0 plan also participate in the 401(k) contributions. 
The e.xpense associated with this plan was $3,433,000 the year ended December 31, 2010. OCT's 
con.solidated balance sheet refiects a liability of $3,433,000 for the 457(0 plan al Deceniber 3 I, 2010. 

Other Postretirement Benefits — Ĉ C".;F also provides certain health care and life insurance benefits for 
retired employees. OĈ F funds these benefiis on a pay-as-you-go basis. 

The following table sets forth the pUuvs funded status and expense recognized by OCF as of and for the 
years ended f)ecember 31. 2010 and 2009. using the projected unit credit method (in thousands). 

2010 2009 

Change in benefit obligation: 
Benefit obligation — beginning of year 
Inleresl cost 
Benefits paid 
Actuarial tiain 

2,518 
147 

(210) 
225 

$ 2.216 
141 

(195) 
3,56 

Benefit obligation — end of year % 2,680 $ 2,518 

Change in plan assets: 
I'air value of plan assets — beginning of year 
Acmal gain on plan assets 
Employer contributions 
Benefits paid 

Fair value of plan assets — end of year 

Funded status 

210 
(210) 

$ -

$(2,680) 

195 
(195) 

$ -

$(2,518) 

Amounts recognized in the consolidated balance sheets consist of: 
Pension and postretirement obligations • - current portion 
Pension and postretirement obligations — noncurrent portion 
Accumulated unrestricted net assets 

5 (241) $ (212) 
(2,439) (2,306) 
N/A N/A 

Aniounts recognized in accumulated unreslricted net assets: 
Net actuarial loss 
Prior ser\dce credit 

978 809 
(143) (164) 
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Components of net periodic cost at December 31. 2010 and 2009, are as follows (in thousands); 

2010 2009 

Service cost $ 
Interest cost 
Recognized prior service cost 
Recoiinized actuarial loss 

-
146 
(20) 
57 

$ -
141 
(20) 
38 

Net periodic cost SI83 $159 

2010 2009 

Weighted average assumpfions •• December 31: 
Discount rate on benefit obligation 5.70 % 6.15 % 
Discount rate on net periodic cost 6.15 6.25 

The estimated net gain/loss and prior service cost for the defined benefit pension plan that will be 
amortized from accumulated unrestricted nel assets into net periodic benefit cost over the next fiscal 
year is $76,000 and 520,000. respecfively. 

OCF currendy expects to make a contribulion to the other postrefiremcni benefit plan of approximately 
5248,000 in 2011. 

Future benefit payments expected to be paid in each ofthe next five fiscal years and in the aggregate for 
the following five years as of December 31. 2010, are as follows (in thousands): 

Years Endi 
December 

2011 
2012 
2013 
2014 
2015 
2016-2020 

ng 
31 

$ 248 
252 
255 
249 
240 

L l l O 

$2,354 

For measurement purposes, a 9% annual rate of increase in the per capita cost of covered health care 
benefits was assumed for 2010. The rate was assumed lo decrease gradually to 5.5% by 2012 and remain 
at that level thereafter (in thousands). 

One One 
Percentage Percentage 

Point Point 
Increase Decrease 

Effect on total of service and interest cost 5 7 $ (6) 

Effect on postretirement benefit obligation 5 124 $ (109) 



Executive Benefit Plan — Certain former Alton Ochsner Medical Foundation executives participate in 
an Executive Benefil Plan. The expense associated with this plan was 578.000 and $136,000, 
respectively, for the years ended Deceniber 31, 2010 and 2009. OCF's consolidated balance sheets 
rcOecl a liability of $1,272,000 and 51,278,000 for this plan at December 31. 2010 and 2009, 
respectively. 

12. ENDOWMENT FUNDS AND TEMPORARILY .AND PERM.ANENTLY RESTRIC FED NET 
ASSETS 

OIIS has 579 lempoiarily restricted funds and 57 permanently restricted funds established for a variety 
of purposes. These fiinds are classified and reported based on the existence or absence of donor-imposed 
restrictions. Restricled nel assets include funds dedicated to Medical Education, Nursing Education, 
Pastoral Care, Biomedical Research. Cancer Research. Cardiology Research, Transplant Research and 
Alzheimer's Research. 

The Unifonn Prudent Management of Institutional Funds .Act of 2006 (L'PMII'A), which the state of 
Louisiana enacted the on July I, 2010. requires OCF to classify the portion of each donor-resiricted 
endowment fund that is nol classified as pennanently restricted net asseis as temporarily restricted net 
assets (fime restricted) until appropriated for expenditure. During 2010. OCT retroactively adopted 
LPMIFA as of January 1. 2009. 

UP.MIFA also requires that OCT preserve the historic ilollar value ofthe donor restricted endowed 
funds. Therefore, pemianeiitly restricted nel asseis contain the aggregate fair market value of (I) an 
endowment fund at the time it became an endowmeni lund. (2) each subsequent donation lo the fimd al 
the time it is made, and (3) each accumulation made pursuant to a direction in the applicable gift 
instrument at the lime the accumulation is added to the fund. 

Restricted Net Assets as of December 31, 2010 by Purpose 

Temporarily Permanently 
Restricted Restricted Total 

Research 
Education 
Other 

5 6,994 
3.845 

21.012 

5 16,474 
2,627 
3,264 

523,468 
6,472 

24.276 

Total $31,85 

Restricted Net Assets as of December 31, 2009 by Purpose 

554,216 

Temporarily 
Restricted 

Permanently 
Restricted Total 

Research 
Education 
Other 

5 6.265 
3,499 

15,659 

$16,419 
2,528 
3,076 

522,684 
6,027 

18,735 

Tolal $25,423 522,023 $47,446 
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Endowment Net Asset Composition by Type of Fund as of December 31, 2010 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Donor-restricted funds 
Board-designated funds 

$4,066 $22,365 
52.571 

5 26,431 
2,571 

oial $2,571 54.060 522,365 $ 29,002 

Endowment Net Asset Composition by Type of Fund as of December 31, 2009 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Donor-restricted funds 
Board-desiunated funds 

$2,777 S 22.023 
52,745 

524,800 
2,745 

'fotal 52,745 52.777 522,023 $ 27,545 

Changes in Endowment Net Assets for the Year Ended December 31, 2010 

Temporarily Permanently 

Beginning balance 

Investment (loss) inconie 
Contributions 
Appropriations for expenditures 

Ending balance 

Unrestricted 

$2,745 

(47) 

(127) 

$2,571 

Restricted 

52.777 

2,687 

(1,398) 

54,066 

Restricted 

S 22.023 

342 

$22,365 

Total 

S 24,800 

2.687 
342 

(i,3Q8) 

$26,431 

Changes in Endowment Net Assets for the Year Ended December 31, 2009 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

Beginning balance 
Net asset reclassification for change in 

accounting principle 

Beginning balance, as restated 
Investment income 
Contributions 
Appropriations for expenditures 
Other 

Ending balance 

52.009 

42 

2,051 
764 

(70) 

$2,745 

S 718 

(42) 

676 
2,959 

(858) 

$2,777 

$20,655 

20,655 

1,368 

$22,023 

$2L373 

21,373 
2,959 
1.368 
(858) 

S 24.842 
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Funds with Deficiencies — From time to time, the fair value of assets associated with individual donor-
restricted endowment funds may fall below the level that the donor or current law requires OCF to retain 
as a fund of perpetual durafion. In accordance wilh accounfing principles generally accepted in the 
United Slates ofAmcrica, deficiencies of this nature are reported in unrestricted net assets. Such 
deficiencies totaled $0 and $226,000 as of December 31, 2010 and 2009, respectively. Any such 
deficiencies resulted from unfavorable market fluctuations. 

Return Objectives and Risk Parameters — OCF has investment and spending practices for 
endowment assets that intend to provide a predictable stream of ftinding to programs supported by its 
endowment while seeking lo maintain the purchasing power ofthe endowmeni asseis. Endowment 
assets include those assets of donor-restricted funds that OCF must hold in perpetuity or for a donor-
specified period(s) as well as board-designated funds. The policy allows the endowment as.sets to be 
invested in a manner that is intended to produce results that exceed the price and yield results ofthe 
allocation index while assuming a moderate level of invesiment risk. OCT expects its endowment funds 
to provide a rate of return that preserves the gift and generates earnings to achieve the endowment 
purpose. 

Strategies Employed Ibr Achieving Objectives - To satisfy its long-term rate-of-retum objectives. 
OCF relies on a total return strategy in which investment returns are achieved through both capital 
appreciation (realized and unrealized) and interesi and dividend income. OCF uses a diversified asset 
allocation to achieve its long-term return objectives within pmdent risk constraints to preserve capital. 

Spending Policy and How the Investment Objectives Relate to Spending Policy - It is OCF's 
objective lo establish a payout rate from endowment accounts that provides a stable, predictable level of 
spending for the endowed purposes that will increa.se with the rate of infiation, and to continue to invest 
in accordance wilh policy goals of providing for a rale of growth in the endowment earnings that meets 
or exceeds the rate of infiation. The annual spending appropriation will be subject to a minimum rate of 
4% and a maximum rate of 7% of each endowment funds' current market value. Temporarily restricted 
nel assets, along with other donor restricled funds, include the spending appropriation and investment 
income ofthe endowments and arc pending appropriation for expenditure consistent with the specific 
purpose ofthe fund. 

13. NET PATIENT SERVICE REVENUE 

Net patient service revenue is recognized when services are provided. OCF has agreements with 
third-parly payors that provide for payments lo OCF at aniounts different from its established rates. Net 
patient ser\'icc revenue is reported at the estimated net realizable amounts from patients, third-party 
payors, and others for services rendered. 
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A summary ofthe significant payment arrangements with major third-party payors follows: 

Medicare and Medicaid — Inpatient acute care services and defined capital costs related to Medicare 
program beneficiaries are paid al prospectively detennined rates per discharge. These rates vary 
according to a patient classification system that is based on clinical, diagnostic, and other factors. 
Medicare inpatient rehabilitation services are also paid at prospectively determined rates per discharge, 
based on a patient classification system. Psychiatric services rendered lo Medicare beneficiaries are 
reimbursed on a prospectively detennined rate per day. Outpatient services to Medicare beneficiaries are 
paid on a prospectively detennined amount per procedure. Medicare skilled nursing care is paid on a 
prospectively detemiined amount per diem based on a patient classification system. The Medicare 
program's share of indirect medical education costs is reimbursed based on a stipulated formula. The 
Medicare program's share of direct medical education costs is reimbursed based on a prospecfively 
determined amount per resident. Inpatient services rendered to Medicaid program beneficiaries are paid 
at prospectively detemiined per diem rates. Outpatient ser\'ices rendered to Medicaid program 
beneficiaries are reimbursed on a cost basis subject to certain limits. 

OCF records retroactive Medicare and Medicaid settlements based upon estimates of amounts that are 
ultimately determined through annual cost reports filed wilh and audited by the fiscal intermediary. The 
dilTerence between estimated and audited settlements is recorded as an adjuslment lo nel patient service 
revenue in the year a determination is made. The favorable resolution of Medicare reimbursement issues 
under appeal by OCF is reported as an increa.se in nel patient service revenue in the year the issue is 
resolved. The Medicare cost reports ofthe Hospital, Ochsner Bayou LLC, and Ochsner Medical Center 
- Baton Rouge have been settled by the fiscal interniediar\' through December 31. 2003, December 31. 
2008, and September 30. 2006, respectively. The Vledicaid cost reports ofthe Mospital, Ochsner 
Bayou LLC. and Ochsner Medical Center - Baton R.ouge have been settled by the fiscal intemiediary 
through Deceniber 31, 2002, December 31. 2007, and September 30, 2005, respectively. 

Home health services rendered lo Medicare beneficiaries are reimbursed under the Medicare Home 
Health Prospecfive Payment Sysiem. 

Estimated amounts due to OCF for iMedicare and Medicaid services are included in receivables at year 
end. Net revenue from govemment health care programs included in net patient .service revenue in 2010 
and 2009, approximated $411,021,000 and 5366,985,000, respectively. 

As a result of retroactive settlements of certain prior year cost reports, OCF recorded changes in 
esfimates during the year ended Deceniber 31, 2010 and 2009. Operating revenues increased by 
approximately $7,071,000 and $7,029,000, respecfively, in 2010 and 2009, as a result of these changes. 

Upper Payment Limit Program — During December 2010, Ochsner and four other health care 
providers fomied collaborations with the State and a unit of local govemment in Louisiana, Jefferson 
Parish Hospital Service District No. 1, to more fully fund the Medicaid program (the "Program") and 
ensure the availability of quality healthcare services for the low income and needy population. Ochsner 
and these four other health care providers formed two non-profit organizations, Louisiana Clinical 
Services, Inc. (LCS) and Southern Louisiana Clinical Services, Inc. (SLCS), the purpose of which is to 
create a vehicle to provide charity care services in the providers' communities. The provision of this care 
direcfiy to low income and needy patients will result in the alleviation ofthe expense of public funds the 
govemmental enfifies previously expended on care, thereby allowing the govemmental enfifies to 
increase support for the stale .Medicaid program up to federal Medicaid Upper Payment Limits (UPL). 
Each State's UPL methodology must comply with its State plan and be approved by the Centers for 
Medicare & Medicaid Services (CMS). Federal matching funds are not available for Medicaid payments 
that exceed UPLs. Under the agreement between the collaborafive members, the Program became 
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effective on December 1, 2010, and the first year ofthe Program runs from December 1, 2010 to 
November 30. 2011. Ochsner received $8 million from the State of Louisiana on Deceniber 31, 2010 for 
the first year ofthe Program. Because the program was nol fully operational unfil fiscal 2011, Ochsner 
has recorded this amount as deferred revenue in the accompanying consolidated balance sheet. 

Humana Inc. - • OCF entered into a provider contract with Humana Inc. to provide services for its 
commercial and senior members. The commercial members are reimbursed on a fee-for-service basis for 
physician services and at prospectively determined rales per discharge, discounts from established 
charges, and prospectively determined daily rates for hospital services. OCF provided ser\^ices to the 
senior members under a capitation contract for both physician and hospital services. Net revenue from 
Humana Inc.. net of medical ser\aces to outside providers, in 2010 and 2009 approximated $300,191,000 
and 5271.905,000. respectively. 

iVlanaged Care — OCF has al.so entered into contractual arrangements with certain commercial 
insurance carriers, health maintenance organizations, and preferred provider organizations. Inpatient and 
outpatient services rendered to managed care subscribers are reimbursed at prospectively determined 
rates per discharge, discounts from establi.shed charges, and prospectively determined daily rales. 

14. FUNCnONAL EXPENSES 

OCF provides general health care services primarily lo residents within its geographic location. 
I.̂ xpenscs related to providing these services for the years ended December 31, 2010 and 2009, are as 
follows (in thousands): 

2010 2009 

Flealth care services 
General and administrative 
Medical education 
Research 
Home health 
Fitness center 
Hotel 

$1,207,360 
342.003 

34,251 
10,499 

11,808 
2,751 

$1,608,672 

$1,132,190 
275,350 

34,491 
9,224 
1,973 

11,296 
5.176 

$1,469,700 
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15. COMMITMENTS AND CONTINGENCIES 

Operating Lease Commitments — OCF leases assets under various rental agreements, fhe following 
schedule summarizes OCF's fiiture annual minimum rental commitments on leases with a remaining 
term, as of December 31, 2010, in excess of one year (in thousands): 

Years Ending 
December 31 

2011 $23,257 
2012 17,135 
2013 11,567 
2014 6,544 
2015 5,081 
riiereafier 19.137 

Total $82,721 

Rent expense, which relates primarily to cancelable or shorl-lerm operating leases for equipment and 
buildings, was $35,410,000 and 532,459.000, respectively, for the years ended Deceniber 31, 2010 and 
2009. 

Transfer of Westbank to OCF —On September 14, 2008, OCH executed a bill of sale, assignment 
and assumption agreement with OCF lo transfer the operations ofthe Westbank facility to OCF. 
Coincident therewith, a lO-year lease was executed lo lease the Westbank facility building to OCF, and, 
subsequent thereto, the facility is being operated and licensed as a remote satellite campus of OCT. 
Amounts incurred related to this lea.se agreemcni were $3,229,000 for the years ended December 31, 
2010 and 2009 and are included in other operating expenses in the accompanying statement of 
operations. OCF's future annual minimum rental commitments related lo this lease as of December 31. 
2010 are as follows (in thousands): 

Years Ending 
December 31 

2011 $ 3,086 
2012 . 3,148 
2013 3,210 
2014 3,275 
2015 3,340 
Thereafter 9,378 

Total $25,437 

St. Anne's Transaction — On May 1, 2006, OCF entered into certain lease and management service 
agreements with Lafourche Parish Hospital Service District No. 2 ("Lafourche") lo 1) lease the 35-bed 
hospital it owns and operates known as St. Anne General Hospital and its facilities ("St. Anne") located 
in Raceland, Louisiana, 2) purchase certain assets and liabilities of St. Anne, and 3) provide managerial, 
administralive, financial, and technical support services to operate the hospital. Under the lease 
agreement, OCF is required to pay 54.6 million in base rental payments for the use ofthe St. Anne 
buildings as well as make capital improvements to the facility based on predelemiined levels of financial 
perfomiance during the inifial 15 year term. Total required rent payments, including the base rent and 
required capital improvements cannot exceed 515 million over the inifial term ofthe lease. Aniounts due 
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under the terms of this agreement may be reduced through certain credits against required payments and 
capital itiiprovenients. All aniounts owed under this agreement are payable on the last day ofthe lease 
term, but can be discharged, in whole or in part, before the end ofthe period. The temi ofthe agreement 
is through 2021 with two options for renewal periods up to an additional 30 years. The building lease is 
accounted for as an operating lease under ASC 840, Leases, and lease commitments are included in the 
lease commitment schedule above. 

In connection with the lease ofthe buildings, OCF purchased certain equipment and fixtures and the 
working capital ofthe hospital by issuing a note payable to Lafourche of 57.1 million (see Note 10). The 
note payable is due to Lafourche. In addition, OCF assumed Lafourche's outstanding bonds payable of 
$2.7 million which were subsequenlly paid in full by OCI*". As noted above. OCF is required to make 
certain capital improvements over the temi ofthe lease. Upon temiinafion ofthe lease agreement, OCF 
is required to sell, and Lafourche is required to purcha.sc. the assets included in the initial purchase, 
including any additional and replacement equipment similar to the type originally purchased, for a cash 
purchase price equal to the net book value ofthe asseis as ofthe date of the lease termination. Revenues 
and expenses generated by St. Anne's operations since the inception ofthe lease are included in the 
consolidated statements of operations of OCF. 

OCH Debt Guaranty — OCF has provided a joint and several Guarantee Agreement for Ochsner 
Community Hospitafs 583,910,000 LPFA bonds issued in 2007. The guaranty provided by OCF is 
secured by a mortgage and security interest in certain of OCIFs asseis as well as a pledge of revenues. 
OCF has also provided a joint and several Guarantee Agreement ("Guarantee Agreement") for OCITs 
notes payable of 522.000.000 and 525,000,000 issued in 2008 and 2007, respectively. The Guarantee 
Agreement provided by OCF is on parity with the guarantee above and secured by a mortgage and 
security interest in certain of OCH's asseis as well as a pledge of revenues. Under this Guarantee 
Agreement. OCF will be obligated to pay the guaranteed bonds and notes payable should OĈ H fail lo 
pay. The maximum exposure OCF has on its Guarantee Agreement for OCH's debt as of December 31, 
2010. is 5122,661.000, the amount ofthe outstanding debt, plus any accmed and unpaid interest. OCH is 
obligated to reimburse OCF for any amount OCF has lo pay under the Guarantee Agreement, and the 
reimbursement obligation is secured by a mortgage and security interest on certain assets of OCH. 

Contingencies — The health care industry as a whole is subject to numerous laws and regulafions of 
federal, state, and local governments. Compliance wilh these laws and regulations can be subject to 
future government review and interpretation as well as regulatory actions unknown or unas.serted at the 
time. Such compliance with laws and regulations in the health care industry has come under increased 
government scrufiny. OCF and its subsidiaries are parties to various legal proceedings and potential 
claims arising in the ordinary course of its business. Management of OCF believes the reserves it has 
established for these issues are adequate and does not believe, based on current facts and circumstances 
and after review wilh counsel, that these matters will have a material adverse effect on OCI*"s 
consolidated siatemenls of financial position or results of operations. 

During 2009, OCF completed an on-going intemal review of its past billing practices for certain 
Medicare inpatient and outpatient services and has been engaged in on-going discussions with tlie 
appropriate federal and state regulatory authorities as well as the fiscal intermediary related to this 
matter. OCF has concluded that the manner in which OCF billed the Medicare program for certain 
services resulted in an overpayment by the Center for Medicare and Medicaid Services from 1994 
through 2007, the majority of which related to the 2004 through 2007 periods. OCF has since repaid a 
significant porfion ofthe overpayments through cost reporl adjustments and submitted final repayment 
for the remaining amount in 2010. 
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In September 2009. OCF indefinitely suspended operations at its in vitro fertilization center due to the 
mislabeling of frozen embryos. There are 46 patients who have either filed a lawsuit or a claim before 
the Louisiana Patient Compensation Fund (PCF) alleging mishandling in the labeling and storage of 
embryos between 2004 and 2007. The Louisiana Patient's Compensafion Fund has taken the position 
that this liability is not covered by the PCF. However, fiiese cases are covered by Ochsner's professional 
liability coverage 

Tax Relief and Health Care Act of 2006 authorized a permanent program involving the use of third-
party recovery audit contractors ("RACs") to identify Medicare overpayments and underpayments made 
lo providers. RACs are compensated based on the amount of both overpayments and undcipaymenls 
they identify by reviewing claims submitted to Medicare for correct coding and medical necessity. 
Payment recoveries resulting from RAC reviews are appealable through administrative and judicial 
processes. The Affordable Care Act expanded the RAC program's .scope by requiring all states lo enter 
into contracts with RACs by December 31. 2010 to audit payments to Medicaid providers. CMS issued 
a letter to state .Medicaid directors on October 1, 2010 that (1) provided preliminary guidance to states 
on the implementation of Medicaid RAC' programs, (2) created a deadline of December 3 I. 2010 for 
slates to establish RAC programs, and (3) established a deadline of April I, 2011 for states to fully 
iniplement their RAC programs. On February I, 2011, CMS issued a notice temporarily suspending the 
requirement that states implement their RAC programs until die final Medicaid RAC rule is issued. 
During 2010, OCF was selected for review by RAC auditors. Management of OCF believes that the 
reserves it has established based on preliminary results are adequate but cannot predict with certainty the 
impact ofthe Medicare and Medicaid RAC program on future results of operations orca.sh flows. 

16. O FHER OPERATING REVENUE 

The state of Louisiana, through its Medicaid program, appropriated funds for fiscal year 2008 through 
2010 to hospitals demonstrating substantial financial and operational challenges in the afiennath of 
Hurricane Katrina. OCF received federal disaster relief funds of 526,000,000 and 513,000.000 for the 
years ended Deceniber 31,2010 and December 31, 2009, respectively. 

17. FAIR VALUE OF FINANCIAL INSTRUMENTS 

ASC 820, Fair Value Measurement and Disclosures (ASC 820), establishes a common definition for 
fair value to be applied to U.S. generally accepted accounting principles requiring use of fair value, 
establishes a framework for measuring fair value and expands disclosures about such fair value 
measurements. ASC 820 establishes a hierarchy for ranking the quality and reliability ofthe infonnation 
used lo determine fair values. ASC 820 requires that assets and liabilities carried at fair value be 
classified and disclosed in one ofthe following three categories: 

Level 1 — Unadjusted quoted market prices in acfive markets for identical assets or liabilities. 

Level 2 — Unadjusted quoted prices in active markets for similar assets or liabilifies, unadjusted 
quoted prices for idcnfical or similar assets or liabilifies in markets that are not active, or inputs 
other than quoted prices are observable for the asset or liability. 

Level 3 — Unobservable inputs for the asset or liability. 

OCF endeavors to ufilize the best available informafion in measuring fair value. Financial assets and 
liabilifies arc classified based on the lowest level of input that is significant to the fair value 
measurement. 
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.\ssets and Liabilities Measured at Fair Value — 

Recurring Fair Value Measurements — The fair value of assets and fiabilities measured at estimated fair 
value on a recuning basis, including those items for which CXT' has elected the fair value option, are 
estimated as described in the preceding section. These estimated fair values and their corresponding fair 
value hierarchy in accordance wilh ASĈ  820 are summarized as follows (in thou.sands): 

Vlniicy market fiiiuls (u) 

KisL'ii income invostriK'iits (a) 

NLiikotnblc cqiiiiy stciirilics (a) 

.Ab.̂ olulc rftiiin (ih 

I'l i\ :Uc ei.|tiiiy .•• vuiitutc CLipitai (ti) 

NLitiirnl re:>(.njii:t*s (b) 

Kcal c.'^utctt) 

l.incf>iisolid:itt:d aflliiiitcs (c) 

Iiva^my iiitlalion pintL-ctod sccLiiitics u j 

(.ntier 

Toi;il 

.Vhnicy m;irkel rLincl.s (LI) 

Ki.\eii income investment.'; (a) 
Marketable equity sevuriiics ( J ) 

Alisoliile return (tl) 

Private equity •'' venture capital (d) 

Natural resources (li) 

Real estate (c) 

l.:nconsolidated aftlliatcs (e) 

Treasury inflation protected sccuritic; (; 
Other 

Total 

December 31, ,2010 

Fair Value Measurements at Reportinq Date Using 

Quoted Prices in 

Active Markets for 

Identical Assets 

and Liabilit ies 

(Level 1) 

S ')C).724 

SO. 2 (•)(•) 

127.053 

22,439 

4.2');i 

S 3.^0,775 

Significant Other 

Observable Inputs 

(Level 2} 

S 

2(1.205 

14,3')2 

.5,441 

S 4(>.12S 

December 31 

Fair Value Measurements at Reporti 

Quoted Prices in 

Active Markets for 

Identical Assets 

and Liabilities 

(Level 1) 

$ 73,101 
91,252 

1U3.043 

12.173 

«.1S7 

S 287.7?6 

Significant Other 

Observable Inputs 

(Level 2) 

S 

20.234 

t2.{)15 
5.441 

S 38.290 

Significant 

Unobservable 

Inputs 

(Level 3) 

S 

11.9X5 
5.SM 

3.550 

2,K92 

5 

5 24,29(j 

1,2009 

ng Date Using 

Significant 

Unobservable 

Inputs 

(Level 3) 

S -

11.179 

3,745 

2,338 

2.949 

3 

S 20,214 

Total 

Estimated 

Fair Value 

S 9f),724 

S0.2(t(i 
153,34« 

\].S>H5 

5.Sf)4 

40.3S1 
5.441 

2.S92 

4.203 
5 

S 40 1.199 

Total 

Estimated 

Fair Value 

S 73.101 

01.252 
123.277 

11.179 

3,745 

27,126 
5,441 

2.940 
8,IS7 

3 

S346,2&0 

(a) Valuation of these securities classified as Level 1 is based on unadjusted quoted prices in active 
markets that are readily and regularly available. Marketable equity securities classified as Level 
2 are principally valued using the market and income approaches. Valuation is based primarily 
on quoted prices in markets thai are not active, or using matrix pricing or other similar 
techniques that use standard market observable inputs such as benchmark yields, spreads off 
benchmark yields, new issuances, issuer rating, duration, and trades of identical or comparable 
securities. 

(b) Represents funds invested in common/collective trust funds. Investments classified as Level 1 
represent a fund that is publicly traded. Valuation of this fund is based on unadjusted quoted 
prices in active markets that are readily and regularly available. Level 2 classification represents 
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a fund invested in a common/collective trust fund that invests in futures and forward contracts, 
options, and securities sold not yet purchased. The estimated fair value is based upon reported 
Net Asset Value (NAV) provided by fund managers and this value represents the amount al 
which transfers into and out ofthe fund are affected. This fund provides reasonable levels of 
price transparency and can be corroborated through observable market data. 

(c) Represents OCF's investments in real estate located in the New Orleans area. The estimated fair 
value is based on market prices for similar asseis as these as.sets are nol priced in active markets. 

(d) In general, investments classified within Level 3 use many ofthe same valuation techniques and 
inputs as described above. Ilowever, if key inputs are unobservable. or if the investments are 
less liquid and there is very limited trading activity. Ihe investments are generally classified as 
Level 3. The use of independent non-binding broker quotations to value investments generally 
indicates there is a lack of liquidity or the general lack of transparency in the process to develop 
the valuation estimates generally causing these investments to be classified in Level 3. This 
category includes funds diat are invested in hedge fund and private equity investments that 
provide lilile or no price transparency due to the infrequency with which the underlying asseis 
trade and generally require additional time to liquidate in an orderly manner. Accordingly, the 
values of these alteniative asset classes are based on inputs that cannot be readily derived from 
or corroborated by observable market data and are based on investments balances provided by 
fund managers and adjusted for contribulions and distributions in the event such balances 
pertain lo an interim date. The investment return for the period in question is benchmarked 
against investment vehicles which management determines rea.sonably approximates the 
composition/nature of selected Level 3 investmeni. 

(e) Represents OCT"s 2^% interest in Southeasi Louisiana Homecare LLC, a joint venture with a 
third party formed in 2009. Lair value is based on the operations of the joint venture. 

A rollforward ofthe fair value measurements for all asseis and liabilities measured at estimated fair 
value on a recurring basis using significant unobservable (Level 3) inputs for year ended December 31. 
2010 and 2009 is as follows (in thousands): 

Total Realized/Unrealized 
Gains (Losses) included in: 

Balance, 
December 31, 

2009 

S 20,214 

Gains 

$ 188 

Other 
Comprehensive 

Gains 

$ 1,814 

Purchases, 
Sales, 

Issuances and 
Settlements 

S 2,137 

Transfer In 
and/or Out 
of Level 3 

S (57) 

Balance, 
December 31, 

2010 

$ 24,296 

Total Realized/Unrealized 
Gains (Losses) included in: 

Balance, 
December 31, 

2008 

S 24,627 

Losses 

$6,344 

Other 
Comprehensive 

Loss 

S (3,646) 

Purchases, 
Sales, 

Issuances and 
Settlements 

$(4,231) 

Transfer In 
and/or Out 
of Level 3 

$(2,880) 

Balance, 
December 31, 

2009 

$20,214 
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The F.ASli issued a standards update pertaining lo Lair Value Measurements and Disclosures for 
Investments in Certain Entities "fhat Calculate Nel Asset Value per Share in September 2009. Fair 
values are determined by the use of calculated net asset value per ownership share. In complying wilh 
the update, the following disclosures regarding OCF's investnienis at December 31 . 2010 that feaiure 
net asset value per share in Level 2 and Level 3: 

Fair Value Unfunded 
(In thousands) Commitments 

L-mcreinti Market - Citv of London (f) S21.554,200 S 

Redemption 
frequency if Redemption 
currently Notice 
eligible Period 

Nauiral Resources (g) 

Hedge Fund (h) 

Small Cap Growih (i) 

Tola! 

14.391.511 

11.985,139 

4.741,120 

S52,671.976 

Monlhlv 

Monthly 

Quarterly 

30 days 

By the 22nd 
business day 

prior to 
redemption 

90 davs 

:i Dusincss 
15th and end of days prior to 

the month redemption 

(0 I his is a commingled fund invested in equities 

(g) This category includes an investment in a common tmst fund comprised of approximately 55% 
equity, 2 5 % commodity and 20% fixed income. 

(h) This category includes investments in commingled hedge funds which invest in multi-slrategy 
arbitrage, opportunities, distressed investment and long/short strategies. 

(i) This is a commingled fund invested in small-cap growth equities. 

18. SUBSKQUENT EVENTS 

OCF completed its subsequent events review through March 31, 2011, the date on which the financial 
statements were available to be issued. 

* * * * * * 
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INDEPENDENT AUDITORS' REPORT 

Ochsner Community Hospitals: 

We have audited the accompanying consolidated balance sheets of Ochsner Community Hospitals and 
subsidiaries (OCH) as of l")ecember 31, 2010 and 2009. and the related consolidated statements of 
operations and changes in net deficit, and cash fiows for the years ended December 31, 2010 and 2009. 
These consolidated financial statements are the responsibility of OCI I's management. Our responsibility 
is lo express an opinion on these consolidated financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit lo obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes consideration of 
internal control over financial reporting as a basis for designing audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of OCH's intemal 
conlrol over financial reporting. .Accordingly, we express no such opinion. An audit includes examining, 
on a test basis, evidence supporting ihe aniounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial slalemenl presentation. We believe that our audits provide a reasonable 
basis for our opinion. 

As disclosed in Note 14 to the financial statements, OCH relies upon Ochsner Clinic Foundation, a 
related parly, lo provide certain financial assistance and guarantees, in the absence of which OCH could 
experience difficulty in sustaining operations. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of OCH as of December 31, 2010 and 2009, and the results of its 
operations, changes in its net deficit, and its cash fiows for the years ended December 31, 2010 and 2009. 
in conformity with accounting principles generally accepted in the United States of America. 

' t ^w^^ 'c \^5^s>e^UU^ 

March 31, 2011 

Member of 
t>eloitte Touche Tohmatsu 



OCHSNER COMMUNITY HOSPITALS AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS 

AS OF DECEMBER 31, 2010 AND 2009 

(In thousands) 

2010 2009 
ASSETS 

CURRENT ASSETS: 
Cash ;iiiJ cash (.'qiiivalcnl;! 
A,sscts l imiicd us to iisc required for cuironi liabilities 
I'aiient accomls receivable — net 
Aecoiims rettivable otlitfr 
FMedyeM receivable — nei 
Invent ijrie.=; 

F-'rcfiaid exfien.-;e.s and (Uher ciErrent as.̂ e[s 
lisli inaicd third-paiiy payor settleriienls — net 

Total eurrenl assel.s 

ASSI-TS LIMITI-l.-) A S T O USf-/ 

IJndei Kmd indentuie agreements 

Under loan ai;icements 

Under sclt'-insuianee trust I'uiid 

Donor re.slricied long-term inves[men[.«; 

Total asset.s l imiicd as lo use 

Less a.ijset.s limited a,s to use required tor current liabililies 

Noncuirent a,s.sets limited as to iLSC 

INVIiSTMlZNT IN U N C ( 1 N S C ) L I I . " > A T I ; D A I T I L I A T l i 

PROPERTY — N e t 

OTHER A.SSfVrS 

T O T A L 

LIABILITIES AND NET ASSETS 

a. 'RRENT I.IARIIJTIF.S 
Accounts payable 
Accrued interest 
Bonds payable — ciirreni poi t ion 
Lony-term debt —current portion 
Accrued salaries and wage-; 
Accrued compensation for absences 
Other 

Total current liabilities 

BONDSPAYABLE 

L O N t V I E R M DEBT 

DUE T O RELATED PARTIES 

NOTES PAYABLE — Related party 

OTHER L O N O T E R M L IABIL IT IES 

Tolal liabilities 

TOTAL NET DEFICIT" 
Unrestricted 
Temporarily restricted 

Total net deficit 

T O T A L 

See notes to consolidated financial .statements 

S 6.300 

<)2 

26.173 

3C>'4 

123 

3,603 
1.947 

1,445 

40,597 

7,729 
2.42.S 

1,047 

440 

1 1.694 

(921 

I 1.602 

499 

92.424 

1.372 

$147,194 

.S 1.35S 
84 

25.009 

X35 

59 
4,164 

1,122 
2,12.5 

34,756 

5.247 
t.544 

1.082 
1.024 

S.X97 

(84) 

S.S 13 

368 

93.4 Sfi 

1.419 

5.138.836 

S 8,563 
542 
765 

903 

3.603 

2,136 

724 

17,236 

74,522 

44,469 

82,693 

25,401 

1,339 

245,660 

(99,047) 

581 

(98,466) 

S 147.194 

S 7,276 
564 

3,530 

625 

3,176 
1,967 

537 

17.675 

75.239 

45.094 

51,213 

38.473 

1,379 

229,073 

(91,325) 

1,088 

(90,237) 

S 1.^8,836 

-2 



OCHSNER COMMUNITY HOSPITALS AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF OPERATIONS AND CHANGES IN NET ASSETS (DEFICIT) 
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009 
(In thousands) 

2010 2009 

UNRESTRICTHD RHVKNUES: 
Net patient scr\Mce revenue S 158,444 $ 147,057 
Other operating revenue 17,157 13,238 
Net assets released from restrictions used for operations 48 2 

Total unrestrieted revenues 

EXPENSES: 
Salaries and wages 
Benefits 
Depreciation and amortization 
Interest — net of capitalized interest 
Medical supplies and services 
Provision ibr bad debts 
Other operating expenses 

Total expenses 

OPElLVriNG LOSS 

NONOPERATING GAINS — Investment and other gains 

NET ASSETS RELEASED FROM RESTRICTIONS USED 
FOR CAPl'f AL ACQUISITIONS 

INCREASE IN UNRES TRIdED NET DEFICIT 

INCREASE IN TEMPORARILY RESTRICTED NET ASSETS: 
Contributions — net of allowances 
Investment income — net of payments to beneficiaries 
Other 
Net assets released from restrictions: 
Operations 
Capital acquisitions 

DECREASE IN TEMPORARILY RESTRICTED NET ASSETS 

INCREASE IN NET DEFICIT 

NET DEFICIT — Beginning of year 

NET DEFICIT — End of year 

See notes to consolidated financial statements. 

175,649 

71,333 
9,117 
8,192 
5,318 

34,248 
17,102 
39,088 

184,398 

(8,749) 

5 

1,022 

(7,722) 

563 

(48) 
(1,022) 

(507) 

(8,229) 

(90,237) 

S (98,466) 

160.297 

64,676 
8,762 
7,896 
5.775 

30,456 
14.768 
36,565 

168,898 

(8,601) 

57 

(8,544) 

(189) 
14 
3 

(2) 

(174) 

(8,718) 

(81,519) 

S (90,237) 



OCHSNER COMMUNITY HOSPITALS AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009 

(In thousands) 

2010 2009 

CASH HLOWS FROM OPERATING ACTIVITIES: 
Increase in ncuiellcit S (S.229) S (8,718) 
AdjtisiiTicnts to reconcile increase in iiei deficit to net cash provided by opcritiing activities: 

Depreciation and arnorlization 
Provision for bad debts on paiictit accounLs and other receivables 
Gain on asset di.>posal 
ContribtUions restricted for capital acquisitions 

Accounts receivable 
Other receivables 
Inventories 
Prepaid expenses and other curtent asseis 
Assets limited as to use 
Esiiniaied Uiird-pariy payor settlements 
Cash management overdraft 
Accounts payable and other liabilities 
Due to related parlies 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTlVlTlh:S: 
Capital expenditures 
Purchases of assets limited as to use and other investments 
Proceeds from asset disposal 

Net ca.sh tised in investing activities 

CASH FLOWS FROM FINANCING ACTIViriES: 

Proceeds frotn contribtitioiis restricted for capital acquisitions 
Repayments of bonds payable and long-term debt 
(Borrowings tinder note payable from Ochsner Clinic Foundation — net 

Net cash used in financing aciivilics 

NET INCREASE IN CASH AND CASH EQUIVALENTS 

CASM AND CASH EQUIVALENTS- Beginning of period 

CASH AND CASH EQUIVALENTS — End of period 

SUPPLEMENTAL DISCLOSURE — Cash paid for interest 

SUPPLEMENTAL NONCASH INVESTING AND FINANCING 
ACTIVITIES — Purchases of property included in accounts payable 

In 2010, OCH transferred equipment to OHS and OCH recorded a corresponding non cash 
decrease in due to relatal parties of SI.000 (Note 5). 

In 2009, OCH financed equipment purchases of $697,000 (Nolc 7). 

See notes to consolidated financial statements. 

8,192 
17,102 

(563) 
(18.266) 

407 
561 
(S25) 

(2.797) 
130 

1.925 
31-278 

28,915 

(6,759) 
(131) 

(6.S90) 

563 
(4,574) 

(13,072) 

(17,083) 

4,942 

1,358 

S 6,300 

$ 4.310 

S 101 

7,896 
15,.-? 1 4 

(1) 
(357) 

(16.240) 
1,723 
(47) 
621 

6.517 
3.711 
(1.042) 

(10.934) 
24,929 

23,372 

(7,538) 
(368) 
601 

(7.305) 

357 
(3,980) 

(1L623) 

(15,246) 

821 

537 

S 1,358 

S 4,642 

S 184 



OCHSNER COMMUNITY HOSPITALS AND SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009 

1. ORGANIZATION AND SUMMARY OF SICJNIFICANT ACCOUNTING PGLICIKS 

Ochsner Community Hospitals (OCH) is a noi-for-profit institution formed on July 17, 2006, lo acquire 
the three fomier Tenet hospitals in the greater New Orleans area. The acquisition ofthe hospitals took 
place on October I, 2006. The individual hospitals were fonned as not-for-profit, wholly owned limited 
liability subsidiaries of OCH and are as follows: 

• Ochsner Medical Center Kenner, LLC ("Kenner")— formerly Kenner Regional Medical 
(Jenter in Kenner, Louisiana 

• Ochsner Medical Center Westbank, LLC ("Westbank") — fomierly Meadowcrest Ho.spital in 
Ciretna, Louisiana (until the facility's operations were transferred to OCT on September 14, 
200S, see Note 12) 

• Ochsner Baptist Medical Center. LLC ("Baptist") — formerly Memorial Medical Center in 
New Orleans, Louisiana 

The sole member of Ochsner Community Hospitals is Ochsner Health Systems (OHS or ''Ochsner"), a 
not-for-profit, nonstock membership corporation. Ochsner Health Systems is also the sole member of 
Ochsner Clinic Foundation (OCF), whose consolidated financial statements include the accounts ofthe 
Ochsner Foundation Hospital. Ochsner Clinic LLC. and its wholly owned not-for-profit subsidiaries. 
Brent Ilou.se Corporation, Ochsner Home Health Corporation, Ochsner DML LLC, Ochsner Bayou 
LLC, Gulf Coast Physician Network LLC. East Baton Rouge Medical Center, LLC (dba Ochsner 
Medical Center - Baton Rouge), Ochsner System Protection Company LLC (OSPC), and Ochsner 
Medical Center- Northshore. LLC. 

The significant accounting policies used by OCH in preparing and presenting the consolidated financial 
statements follow: 

Principles of Consolidation — The consolidated financial statements include the accounts of OCH and 
its wholly owned subsidiaries. All intercompany balances and transactions have been eliminated in 
consolidation. 

Uasis ol" Accounting — The consolidated financial statements of OC'H have been prepared in 
confonnity with accounting principles generally accepted in the United States ofAmcrica. 

Use of Estimates — The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of as.scts and liabilities and disclosure of contingent assets 
and liabilities at the date ofthe financial statements. Estimates also affect the reported amounts of 
revenues and expenses during the reporting period. Of particular significance to OCH's financial 
statements are allowances for doubtful accounts and estimates of amounts to be received under 
govemment healthcare and other provider contracts. Actual results could differ from those estimates. 

http://Ilou.se


Charity Care — OCH provides care to patients who meet certain criteria under its charity care policy 
without charge or at amounts less than its established rates. Records of charges foregone for services and 
supplies furnished under the charity care policy are maintained to identify and monitor the level of 
charity care provided. Because OCH does not pursue collection of amounts determined to qualify as 
charity care, they are not reported as revenue. Charges foregone for charity care were appro.Kimately 
SI86,000 and SI 22.000 for the years ended December 31, 2010 and 2009, respectively. 

Cash and Cash Equivalents — Cash and cash equivalcnis include investments in highly liquid debt 
instruments with a maturity of three niondis or less when purchased, excluding amounts whose use is 
limited by board designation or under bond indenture agreements or self-insurance agreements. 

Inventories — Inventories are stated at the lower of first-in, first-out cost or market. 

Assets Limited as to Use — Assets limited as to use primarily include asseis held by trustees under 
indenture agrecmenis and self-insurance trust agreements. Amounts required to meet current liabilities 
ofthe OCH have been classified in the consolidated balance sheets as current assets. 

Property — Net — Property improvements and additions are recorded at cost and capitalized and 
depreciated on the straight-line basis over the following estimated useful lives ofthe assets, as follows: 

Years 

Buildings and building improvements 30 
Equipment, fiirniture, and fixtures 1-14 

Impairment of Long-Lived Assets — OCH periodically evaluates the carrying value of long-lived 
as.sets to be held and used when events and circumstances warrant such a review. The carrying value of a 
long-lived asset is considered impaired when the anticipated undiscounted cash flow from such asset is 
separately identifiable and is less than its carrying value. In that event, a loss is recognized based on the 
amount by which the carrying value exceeds the fair market value ofthe long-lived asset. Fair market 
value is determined primarily using the anticipated cash flows discounted at a rate commensurate with 
the risk involved. Losses on long-lived assets to be disposed of are determined in a similar manner, 
except that fair market values are reduced for the co.st to dispose. There were no impairment charges for 
the years ended December 31, 2010 and 2009. 

Capitalization of Interest — OCH capitalizes interest expense on qualifying constmction in progress 
expenditures based on an imputed interest rate estimating the OCH's average cost of borrowed funds for 
the project. Such capitalized interest becomes part ofthe cost ofthe related asset and is depreciated over 
its estimated useful life. OCH did not capitalize any interest costs in 2010. Capitalized interest costs 
totaled S294.000 for the year ended December 31, 2009. 

Deferred Financing Costs — In connection with the issuance ofthe Series 2007 bonds and notes 
payable (see Notes 6 and 7), financing costs approximating $1,187,000 were capitalized and are being 
amortized over the respective lives ofthe bonds and notes payable. Accumulated amortization of these 
deferred financing costs approximated $164,000 and $114,000 at December 31, 2010 and 2009, 
respectively. 

Professional and General Liability Insurance — OCH participates in a risk management program 
with OCF to provide for professional and general liability coverage. Under this program, OCH carries 
professional and general liability insurance coverage for up to $25 million each of annual aggregate 
claims subject to certain deductible provisions. 



OCH is self-insured with respect to the first $100,000 of each claim for professional liability. General 
liability claims arc subject to a retention of 5100,000 per claim. As stated below, professional liability 
claims are limited by Louisiana statute to $100,000 per occurrence. OCH established a trust fund held by 
a financial institution. The amount to be contributed to this fund is determined annually by an 
independent actuary. Disbursements will be made from the fund for self-insured professional, general 
liability claims, administrative fees and legal fees. The trust fund assets total approximately $1,097,000 
and Sl,082,000 at December 31, 2010 and 2009, respectively. The estimated liability recorded by OCH 
for claims at December 31, 2010 and 2009, based on the actuarial report mentioned above and 
discounted at 2.7% and 4.1%, respectively, is approximately $1,189,000 and $1,167,000, respectively. 
Contributions made to the trust fund for the years ended December 31,2010 and 2009, were $39,000 
and $60,000, respectively. If the risk management program is terminated, the trust fund balance, if any, 
reverts to OCH after satisfaction of outstanding claims. Any proceeds from such a reversion would be 
used to reduce future costs for liability coverage. 

In 1975, the State of Louisiana enacted the Medical Malpractice Act. The Act established the Patient's 
Compensation Inind and limited recovery in medical malpracnce cases to $500,000, the first $100,000 of 
which is payable by the health care provider and the remainder of which is payable by the Patient's 
Compensation Fund for participants in the fund. OCH participates in the F*atient's Compensation Fund. 
The limitation on recovery has been challenged and, to date, successfully defended in the courts. 
Expenditures recorded by OCH for participation in the Patient's Compensation Fund for the years ended 
December 3 1, 2010 and 2009, were approximately S352.000 and S356.O00, respectively. 

Consolidated Statements of Operations — For purposes of presentation, all revenues and expenses are 
reported as operating except for investment income and other gains, which are reported as nonoperating. 
fhe consolidated statements of operations and changes in net a.ssets (deficit) include a decrease 
(increase) in unrestricted net assets (deficit), which is an indicator of financial performance. 

Net Patient Service Revenue —Net patient ser\'ice revenue is recognized as services are perfonned 
and is reported at the estimated net realizable amounts from patients, third-party payors, and others for 
services rendered, including estimated retroactive adjustments under reimbursement agreements with 
third-party payors. 

Retroactively calculated contractual adjustments arising under reimbursement agreements with 
third-party payors are accrued on an estimated basis in the period the related services are rendered and 
are adjusted as final settlements are determined. 

Estimated Workers' Compensation and Employee Health Claims — OCH is self-insured for 
workers' compensation and employee health claims. The provisions for estimated workers' 
compensation and employee health claims, totaling $432,000 and $409,000 at December 31. 2010 and 
2009, respectively, include estimates for the ultimate costs for both reported claims and claims incurred 
but not reported in accordance with Financial Accounting Standards Board (FASB) Accounfing 
Standards Codification (ASC) 450, Contingencies. These estimates incorporate OCH's past experience, 
as well as other considerations, including the nature of claims, industry data, relevant trends, and the use 
of actuarial information. 



Temporarily Restricted Net Assets — Temporarily restricted net assets are those whose use by OCH 
has been limited by donors to a .specific time period or purpo.se. 

Fair Value of Financial Instruments — The following methods and assumptions were used by OCH 
in estimating the fair value of its financial instruments: 

Current Assets and Liabilities — OCH considers the carrying amounts of financial instruments 
classified as current assets and liabilities to be a reasonable estimate of their fair values. 

Bonds Payable — The fair value of OCH's revenue bond is based on currently traded values of 
similar financial instruments as disclosed in Note 6. 

Related Party Payables — Because of the related parly nature of the due to related parties and notes 
payable - related party, a determination ofthe fair value is not considered meaningful. 

Income Taxes — OCH qualifies as a tax exempt organization under Section 501 (c)(3) and/or 
509 (a)(1) ofthe Internal Revenue Code and is exempt from federal and state income taxes. 

Concentration of Credit Risk — OCH grants credit without collateral to its patients, most of whom are 
local residents and are insured under third-party payor agreements. 

Risks and Uncertainties — OCH's business could be impacted by continuing price pressure on new 
and renewal business, OCH's ability to effectively control health care costs, additional competitors 
entering OCH's markets. Federal and Slate legislation in the area of health care reform. Changes in these 
areas could adversely impact OCH's operations in ihc future. 

Reclassilications — We have recast certain amounts for prior periods to confomi to our 2010 
presentation. Current and noncurrent portion of bonds payable of $3,530,000 and $75,239,000, 
respectively, were reclassified from long-term debt — current portion and long-term debt, respecfively, 
to bonds payable — current portion and bonds payable, respectively. 

New Accounting Pronouncements — In August 2008, the FASB issued FASB Staff Position 117-1, 
Endowments of Not-for-Profit Organizations: Net Asset Classification of Funds Subject to an Enacted 
Version ofthe Uniform Prudent Management of Institutional Funds Act (UPMIFA). and Enhanced 
Disclosure for All Endowment Funds (FSP FAS 117-1). FSP FAS 117-1 was codified in June 2009 as 
ASC Topic 205-958-45, Presentation - Not for Profit Enfifies (ASC 205). ASC 205 provides guidance 
on the net asset classification of donor-restricted endowment funds for a not-for-profit organization that 
is subject to an enacted version of UPMIFA. which the state of Louisiana enacted on July I, 2010. 
During 2010, OCH was required to adopt the provisions of UPMIFA and ASC 205 retroacfively as of 
January 1, 2009. The adoption ofthe provisions of UPMIFA and ASC 205 did not have an impact on the 
2010 and 2009 consolidated financial statements. 
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2. INVESTMENTS 

A summary ofthe carrying value of OCH's investments at December 31, 2010 and 2009, respectively, 
follows (in thousands): 

2010 2009 

Cash and cash equivalents 
U.S. govemment agencies 
Money market funds 
Other 

Total assets limited as to use 

Investment in unconsolidated affiliate 

$ 2,974 
985 

7,729 
6 

11,694 

499 

$2,709 
932 

5,247 
9 

8,897 

368 

Total investments $12,193 $9.265 

Included in nonoperating gains in the consolidated financial statements for the years ended 
December 31. 2010 and 2009, respectively, is S5.000 and S57,000 of investment income. 

3. PATIENT ACCOUN IS RECEIVABLE 

At December 31, 2010 and 2009. OCH's patient accounts receivable balances were due from the 
following sources (in thousands): 

2010 2009 

Managed care/indemnity $ 21,133 $ 29,677 
Patients ^ 5,754 7.673 
Government agencies 10.517 9,034 

37,404 46,384 

Less allowance for doubtful accounts (11,231) (21,375) 

Pafient accounts receivable — net $ 26,173 S 25,009 

9 -



PROPERTY —NET 

A summary ofpropeiiy as of December 31. 2010 and 2009. is as follows (in thousands): 

Estimated 
2010 2009 Useful Lives 

Land $ 13.083 S 13,078 
Buildings 58,560 55.267 30 years 
Equipment, furniture, and fixlitres 40,418 36,592 1-14 years 
Building and building improvements held for lease 5,489 5,489 30 years 
Consintction in progress 1.011 1,070 

118.561 111,496 

Less accumulated depreciation (25.637) _ (\^.0l6) 

$ 92,924 S 93,480 

Depreciation and amortization expense totaled approximately $8,094,000 and 57,896,000 for the years 
ended December 3 1, 2010 and 2009. respectively. 

.\i December 31. 2010 and 2009. OCH has purchase commitments of approximately 51,156,000 and 
SI -502.000, respectively, relating to the completion of various construction projects and purchases of 
equipmenl. 

RELATED-PARTY TRANSACTIONS 

Due to OHS and OCK — OCH pays fees to OHS for administralive support and oversight. Fees 
incurred totaled $11,763,000, and $8,049,000 for the years ended December 31, 2010 and 2009, 
respectively, and are included in salaries and wages, benefits, depreciation and amortizafion, medical 
supplies and services, and other operating expenses in the consolidated statement of operations and 
changes in net assets. At December 31, 2010 and 2009, amounts owed to OHS total $32,311,000 and 
$20,829,000, respectively, and are included in due to related parlies in the accompanying con.solidated 
balance sheets. In 2010, Sl.OOO was included a reducfion of due to related parries as amounts owed to 
OHS for equipment, furniture, and fixtures transferred to OIIS. Payments for payroll, rent, and invoices 
were made by OCF on behalf of OCH totaling $19,998,000 and $17,224,000 at December 31, 2010 and 
2009, respecfively. At December 31, 2010 and 2009, amounts owed to OCF total $50,382,000 and 
$30,384,000, respecfively for these interest free advances and are included in due to related parties in the 
accompanying consolidated balance sheets. Sec Note 14 for discussion related to the operations of OCH 
and the continuation of financing by related parties. 

Note payable — OCH has a revolving note payable with OCF in the original principal amount of 
$60 million. Borrowings under the note payable bear interest at the Prime Rate (3.25% at December 31, 
2010 and 2009). Interest payments are due monthly. Principal and other charges are due and payable on 
demand with no stated maturity date. The note is secured by a Mortgage and Security Agreement 
Securing Future Advances granted by OCH. During 2010 and 2009, OCH incurred interest expense 
totaling 5916,000 and 51,516,000, respectively, to OCF. The notes payable balance as of December 31. 
2010 and 2009, is $25,401,000 and $38,473,000, respecfively, and is reported as notes payable -
related party in the accompanying consolidated balance sheets. 
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Insurance coverage — Beginning May 31, 2010, OCF and OCH participate in a captive insurance 
program wilh OSPC which provides for certain of its property coverages accessed via the reinsurance 
market. Premiums paid by OCH total $ 1,541.000 for the year ended December 31, 2010. 

6. liONDS PAYABLE 

In September 2007. OCH issued the Louisiana Public Facilities Authority Bond Series 2007-B bonds for 
the pvirpose of refinancing a porfion of the interim loan from Lehman Brothers, which was tised to 
acquire the Tenet Ho.spitals, as well as providing funding for capital projects. The 583,910,000 Revenue 
Bonds were issued at fixed rates through the Louisiana Public Facilities Authority al a disct>unt of 
approximately SL896,000 and mature in May 2047. At December 31. 2010 and 2009, bonds payable is 
as follows (in thousands): 

2010 2009 

Louisiana Public Facilities Authority Bonds Series 2007-B, 
583,910,000 lax exempt bonds; due in varying installments through 
2047 with interest fixed at rates ranging from 5.00% to 5.50% S 77,025 580,555 

Less unaniorti/ed discoitnt (1,738) (1.786) 

Total bonds payable 

Less current portion of bonds payable 

Also, under the terms ofthe bond indenture, OCH is required to make certain deposits of principal and 
interest wilh a trustee. Such deposits are included with assets limued as to use m the financial 
statements. 

The Series 2007-B bonds are general obligations of OCH and no assets were pledged as security for the 
bonds. The bonds are guaranteed by OCF through a joint and several Guarantee Agreement ("Guarantee 
Agreement") secured by a mortgage and security interest in certain of OCF's assets as \vc\\ as a pledge 
of revenues. Under this Guarantee .Agreement, OCF will be obligated to pay the guaranteed bonds and 
notes payable should OCI I fail to pay. OCH is obligated to reimburse OCF for any amount OCF has to 
pay under the Guaranty Agreement, and the reimbursement obligafion is secured by a mortgage and 
security interest on certain assets of OCH and its subsidiaries. 

At December 31, 2010, .scheduled repayments of principal and sinking fund installments to retire the 
bonds payable are as follows (in thousands): 

Years Ending 
December 31 

2011 $ 765 
2012 665 
2013 850 
2014 450 
2015 350 
Thereafter 73,945 

$77,025 
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'fhe estimated fair value of OCIFs 2007-B Series bonds as of IX^cember 31, 2010 and 2009, respecfively, 
is approximately $66,499,000 and $74,534,000. 

LONG-TERM DEBT 

A summary of long-term debt at December 31, 2010 and 2009. is as follows (in diousands): 

2010 2009 

Notes payable $25 million, includine interest at three-month LIBOR 
less 2.25% (0.00% at December 31^2010 and 2009), due 2014 $23,094 S 23,719 

Notes payable S22 million, including interest at ihrce-motith I..IBOR. 
less 2.35% (0.50"'n al December 31. 2010 and 2009, due 
February 2015 22.000 22,000 

Equiptiient loan, due December 2011 278 

Total long-term debt 45,372 45,719 

Less current porfion of long-term debt (903) (625) 

S 44.469 $45,094 

In 2007, OCH entered into three separate loans in the form of notes payable with three separate lenders 
totaling $25 million. The loans are eligible for federal income tax credits under the New .Vlarkets Tax 
Credits program implemented by Congress in December 2000. Bonowings under the notes payable bear 
interesi at three-month LIBOR less 2.25% (0.00% at December 31. 2010 and 2009). Principal and 
interest payments are due in quarterly installments which commenced on October 1, 2007 and mature in 
October 2014. Each of the loans is guaranteed by OCF through the Guarantee Agreement noted above. 

In 2008, OCH entered into a loan with another financial institution in the form of a note payable totaling 
522 million. The loan is eligible for the same federal income tax credits as the aforcmenlioned 
$25 million loan. Borrowings under the note payable bear interest at three-month LIBOR less 2.35%, 
subject to a 0.50% floor (0.50% at December 31, 2010 and 2009). Interest payments are due in quarterly 
installments which commenced on April 1, 2008, and the loan matures in Februarv' 2015. The principal 
payment is due in one lump sum on the maturity date. This loan is guaranteed by OCF through the 
Guarantee Agreement noted above. 

In November 2009, OCH entered into an agreement to tmance equipment purchases in the amount of 
$697,000. Equipment purchases were received by OCH in March 2010. Principal payments are due in 
semi-annual installments which commenced on December 31. 2009 and mature in December 2011. 
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$ 903 
625 

1,094 
20,750 
22,000 

$45,372 

Aggregate maturities of long-term debt at December 31. 2010 follow (in thousands): 

Years Ending 
December 31 

2011 
2012 
2013 
2014 
2015 

S. TEMPORARILY RESTRICTED NET ASSETS 

OCH has 9 temporarily restricted funds established for a variety of purposes which are classified and 
reported based on the existence or absence of donor-imposed restrictions. OCH does nol have any 
permanently restricted endowment funds. 

The Uniform Prudent Management of Institutional Funds Act of 2006 (UP VII FA), which the state of 
Louisiana enacted on July 1, 2010, requires OCH to classify the portion of each donor-restricted 
endowment fund that is not classified as permancnfiy restricted nel assets as temporarily restricted net 
assets (time restricted) until appropriated for expenditure (sec Note 1). 

At December 31. 2010, temporarily restricted net assets totaled S581.000. This amount was decreased in 
2010 by contributions of $562,000 net of appropriations for expenditures of 51,069,000. At 
December 31, 2009, temporarily restricted net assets totaled $1,088,000. This amount was decreased in 
2010 by an adjustment lo contributions of $172,000 and amounts appropriated for expenditures of 
$2,000. 

9. NET PATIENT SERVICE REVENUE 

Net patient ser\'ice revenue is recognized when services are provided. OCH has agreements with 
third-party payors that provide for payments to OCH at amounts different from its established rates. Net 
pafient service revenue is reported at the estimated net realizable amounts from patients, third-party 
payors, and others for services rendered. 

A summary ofthe significant payment arrangements with major third-party payors follows: 

Medicare and Medicaid -— Inpafient acute care services and defined capital costs related to Medicare 
program beneficiaries are paid at prospectively detennined rates per discharge. These rates vary 
according to a pafient classificafion system that is based on clinical, diagnostic, and other factors. 
Outpatient services to Medicare beneficiaries are paid on a prospecfively determined amount per 
procedure. Medicare skilled nursing care is paid on a prospectively determined amount per procedure. 
The Medicare program's share of indirect medical education costs is reimbursed based on a sfipulated 
formula. The Medicare program's share of direct medical education costs is reimbursed based on a 
prospectively determined amount per resident. Inpatient services rendered to .Medicaid program 
beneficiaries are paid at prospectively determined per diem rates. Outpatient services rendered to 
Medicaid program beneficiaries arc reimbursed on a cost basis subject to certain limits. 
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OCH records retroactive Medicare and Medicaid settlements based upon estimates of amounts that are 
ultimately determined through annual cost reports filed with and audited by the fi.scal intermediary. The 
difference between estimated and audited setfiements is recorded as an adjustment to net pafient .service 
revenue in the year a detemiination is made. The favorable resolution of .Medicare reimbursement issues 
under appeal by OCF is reported as an increase in net patient service revenue in the year the issue is 
resolved. The .Medicare cost reports of Kenner. Westbank (until the facility's operations were transferred 
to OCF on September 14. 2008). and Baptist have been settled by the fiscal intermediary through 
September 30, 2006, respectively, 'fhe 2007 year of audited cost reports for OCH have been held by 
OCH's Medicare fiscal intermediary due to the nationwide re-examination ofthe 2007 Supplemental 
Security Income ratio being perfoimed by the Centers for .Medicare and Medicaid, the federal agency 
which administers iMedicare and Medicaid. The fiscal intermediary has not settled any of OCH's 
iMcdicaid cost reports as of December 31, 2010. 

Estimated amounts due to OCH for Medicare and Medicaid services are included in receivables at year 
end. Net revenues from govemment health care programs included in net patient service revenue for the 
years ended December .fl, 2010 and 2009, were approximately $48,323,000 and $47,037,000, 
respectively. 

As a result of retroactive settlements of certain prior year cost reports, OCH recorded changes in 
estimates ditring the yearended December 31. 2010 and 2009. Operating revenues decreased 
approximately $386,000 in 2010 and approximately S800,000 in 2009. 

Humana Inc. — OCH entered into a provider contract with Humana Inc. to provide services for its 
commercial and senior members. The commercial members are reimbursed on a fee-for-service basis for 
physician services and at prospectively detennined rates per discharge, di.scounts from established 
charges, and prospectively determined daily rates for hospital scr\'iccs. OHS provided services to the 
senior members under a capitation contract for both physician and hospital services. Net revenue from 
Humana Inc., nel of medical services to outside providers, in 2010 and 2009 approximated $17,597,000 
and $14,835,000. re.speciively. 

Managed Care — OCH has also entered into contractual arrangements with certain commercial 
insurance carriers, health maintenance organizations, and preferred provider organizations. Inpatient and 
outpatient services rendered to managed care subscribers are reimbursed at prospectively determined 
rates per discharge, discounts from established charges, and prospectively determined daily rates. 

10. OTHER OPERATING REVENUE 

The state of Louisiana, through its Medicaid program, appropriated funds for fiscal year 2008 through 
2010 to hospitals demonstrating substanfial financial and operational challenges in the aftermath of 
Hurricane Katrina. OCH received federal disaster relief funds of $6,600,000 and $3,300,000 for the 
years ended December 31, 2010 and December 31, 2009, respectively. 

11. DEFINED CONTRIBUTION PLAN 

All employees of OCH meeting eligibility requirements may participate in the Ochsner Clinic 
Foundation 401 (k) Plan. Also, effective for the 2010 Plan Year, OCH may annually elect to make a 
refirement contribution on behalf of eligible employees in an amount up to 2% ofthe participant's 
annual Eligible Compensation. In addifion, OCH may annually elect to make a match for eligible 
employees 50%) of the first 4% the employees contribute into their 401 (k). At December 31, 2010 and 
2009, OCH has accrued $ 1,282,000 and $836,000 for matching eontribufions to the plan for the 2010 
and 2009 fiscal years, respectively. Such payments are remitted to the Plan trustee in April following the 
respective December 31 year-end. 
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12. COMMITMENTS AND CONTINGENCIES 

Operating Leases — Lessee -— OCH leases assets under various rental agreements. The following 
schedule summarizes OCH's future annual minimum rental commitments on leases with a remaining 
term, as of December 31. 2010 in excess of one year (in thousands): 

Years Ending 
December 31 

2011 $2,374 
2012 2,215 
2013 878 
2014 19 
Thereafier 102 

Total $5,588 

Rent expense, which relaies primarily to cancelable or shorl-lerm operating leases for equipment and 
buildings, was $3,547,000 and $3,502,000 for the years ended December 3L 2010 and 2009, 
respectively. 

Operating Leases — Lessor — OCH leases office space to third parties in its medical office buildings. 
Lease terms generally range from one to four years, with options of renewal for additional periods. All 
such property leases provide for minimum annual rentals and all rental revenue has been recorded on a 
straight-line basis. Following is a schedule by years of future minimum rental payments under operating 
leases as of December 31, 2010 (in thousands): 

Years Ending 
December 31 

2011 $1,966 
2012 1,579 
2013 998 
2014 237 

Total minimum lease payments to be received $4,780 
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On September 14, 2008, OCH executed a bill of sale, assignment and assumption agreement with OCF 
to transfer the operafions ofthe Westbank facility to OCTv Coincident therewith, a 10-year lease was 
executed to lease the Westbank facility building to OCF, and, subsequent thereto, the facility is being 
operated and licensed as a remote satellite campus of OCF. Amounts recorded related to this lease 
agreement were 53,229.000 for the years ended December 31. 2010 and 2009, and are included in ofiicr 
operating revenue in the accompanying statement of operations. OCH's fiiture annual minimum rental 
receipts related to this lease as of December 31, 2010 is as follows (in thousands): 

Years Ending 
December 31 

2011 $ 3,086 
2012 3,148 
2013 3,210 
2014 3,275 
2015 3.340 
Thereafter 9,378 

Total $25,437 

Contingencies — The health care industry as a whole is subject to numerous laws and regulations of 
federal, state, and local govemments. Compliance with these laws and regulations can be subject to 
future government review and interpretation as well as regulatory actions unknown or unasserted al the 
time. Such compliance with laws and regulations in the health care industry has come under increased 
govemment scrutiny. OCH and its subsidiaries arc parties to various legal proceedings and potential 
claims arising in the ordinary course of its business. Management of OCH believes the reserves it has 
established for these issues are adequate and docs not believe, based on current facts and circumstances 
and after review with counsel, that these matters will have a malerial adverse effect on OCH's 
consolidated statements of financial position or results of operations. 

Tax Relief and Health Care Act of 2006 authorized a permanent program involving the use of third-
party recover)^ audit contractors ("RACs") to identify Medicare overpayments and underpayments made 
to providers. RACs are compensated based on the amount of both overpayments and underpayments 
they identify by reviewing claims submitted to Medicare for correct coding and medical necessity. 
Payment recoveries resulting from RAC reviews are appealable through administrative and judicial 
processes. The Affordable Care Act expanded the RAC program's scope by requiring all states to enter 
into contracts with RACs by December 31. 2010 to audit payments to Medicaid providers. CMS issued 
a letter to state Medicaid directors on October 1, 2010 that (I) provided preliminary guidance to states 
on the implementation of Medicaid RAC programs, (2) created a deadline of December 31, 2010 for 
states to establish RAC programs, and (3) established a deadline of April 1, 2011 for states to fully 
implement their RAC programs. On February I, 2011, CMS issued a notice temporarily suspending the 
requirement that states implement their RAC programs until the final Medicaid RAC rule is issued. 
During 2010, OCH was selected for review by RAC auditors. Management of OCH believes that the 
reserves it has estabhshed based on preliminary results are adequate but cannot predict with certainty the 
impact ofthe Medicare and Medicaid RAC program on future results of operations or cash flows. 
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13. FUNCTIONAL EXPENSES 

OCH provides general health care services to residents within its geographic location. Expenses related 
to providing these services forthe years ended December 31, 2010 and 2009, respectively, areas follows 
(in thousands): 

2010 2009 

Health care services $ 131.164 S 137.483 
General and administrative 53,203 26,455 
.Medical education 3_l_ 4.960 

5184.398 $168,898 

14. OPER.VriONSOFOCH 

Since commencing operations in 2006, OCH's operations and capital expenditures have been primarily 
funded (i) through the issuance of long-term notes payable to fiiird parties guaranteed by OCF, and 
(ii) by cash advances and the issuance of notes payable due on demand from OCF (a related party under 
common ownership and control). Specifically, OCH's liabilities include a note payable due on demand 
in the amount of $25,401,000 and $38,473,000 al December 31, 2010 and 2009, respectively, with OCF 
and operafing advances from OCF of $50,382,000 and 530,384,000 at Deceniber 31, 2010 and 2009, 
respectively (see Note 5). OCH also has bonds payable outstanding of $77,025,000 and $80,555,000 at 
December 31. 2010 and 2009, respectively, and notes payable outstanding to third parties of 
545,372,000 and 545,719,000 at December 31, 2010 and 2009, respectively, which are guaranteed by 
OCF (see Notes 5 and 6). OCH incurtcd a nel operating loss of 58,749,000 and $8,601,000 for the years 
ended December 31. 2010 and 2009, respecfively. and had liabilities that exceeded assets by 
$98,466-000 and $90,237,000 at December 3 L 2010 and 2009, respectively. Management believes that 
its available fitnds, cash generated by operating activities, and funds made available from OCF will be 
sufficient to fund its working capital needs and planned capital expenditures for the next 12 months 
through January L 2012. OCF has committed to OCH to continue to provide or maintain financial 
support through the continuafion of financing to enable OCH to meet and discharge its liabililies in the 
noniial course of business as well as committed not to demand repayment ofthe note payable due on 
demand to OCF during this fime. However, if OCF does not make available such addifional funding to 
OCH when needed in the future, OCH could be unable to meet its obligations, including obligations 
under the bonds and notes payable, in the ordinary course of business. OCH requires the continued 
support from OCF until such fime as it has sustained profitable operations and its financial condition is 
stable and no longer requires this support. Since 2006 significant capital investments of over $75 million 
have been made to revitalize OCH's facilities and expand operations. Management is ofthe opinion that 
OCH will retum to profitable operations and sustain positive cash flows such that it will be able to 
discharge its liabilities in the nomial course of business. 

15. FAIR VALUE OF FINANCIAL INS IRUMENl S 

ASC 820, Fair Value Measurement and Disclosures (ASC 820), establishes a common definition for 
fair value to be applied to U.S. generally accepted accounfing principles requiring use of fair value, 
establishes a framework for measuring fair value and expands disclosures about such fair value 
measurements. ASC 820 establishes a hierarchy for ranking the quality and reliability ofthe informafion 
used to determine fair values. ASC 820 requires that assets and liabilities carried at fair value be 
classified and di.scloscd in one ofthe following three categories: 

Level I — Unadjusted quoted market prices in active markets for identical assets or liabilities. 
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Level 2 — Unadjusted quoted prices in active markets for similar assets or liabilities, unadjusted 
quoted prices for identical or similar as.sets or liabilities in markets that are not active, or inputs 
other than quoted prices are observable for die asset or liability. 

Level 3 - Unobservable inputs for the asset or liability. 

OCH endeavors to utilize the best available information in measuring fair value. Innancial assets and 
liabilities are classified based on the lowest level of input that is significant to the fair value 
measurement. 

Assets and Liabilities Measured at Fair Value — 

Recurring Fair Value Measurements — The fair value of assets and liabilities measured at estimated fair 
value on a recuiTing basis, including those items for which OCH has elected the fair value option, are 
estimated as described in the preceding secfion. These estimated fair values and their corresponding fair 
value hierarchy in accordance with ASC 820 are summarized as follows (in thousands): 

December 31, 2010 

A.ssct.s: 
Money market (a) 
Unconsolidated affiliate (b) 

Total assets 

Assets: 
Money market fa) 
Unconsolidated affiliate (b) 

Total assets 

Fair Value Measurements at Reporting Date Using 
Quoted Prices in 

Active Markets for 
Identical Assets 
and Liabilities 

(Level 1) 

S 1 1,094 

5 11,694 

Significant Other 
Observable Inputs 

(Level 2) 

S -

S -

December 31, 

Significant 
Unobservable 

Inputs 
(Level 3) 

S-
499 

S 499 

2009 
Fair Value Measurements at Reportinq Date Usinq 

Quoted Prices In 
Active Markets for 
Identical Assets 
and Liabilities 

(Level 1) 

S 8,897 

$ 8,S97 

Significant Other 
Observable Inputs 

(Level 2) 

S -

S -

Significant 
Unobservable 

Inputs 
(Level 3) 

$-
368 

$ 368 

Total 
Estimated 
Fair Value 

S 11,694 

499 

$ 12.193 

Total 
Estimated 
Fair Value 

S 8,897 
368 

S 9,265 

(a) Valuation ofthe.se securifies is based on unadjusted quoted prices in active markets that are readily 
and regularly available. 

(b) Represents OCH's 25% interest in Southeast Louisiana Homecare LLC, a joint venture with a third 
party formed in 2009. Fair value is based on the operations of the joint venture. 
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A rollforward ofthe fair value measurements for all assets and liabilities measured at estimated fair 
value on a recurring basis using significant unobsei'vable (Level 3) inputs for year ended December 31 
2010 is as follows (in thousands): 

Fair Value Measurements Using SignificanI Unobservable Inputs (Level 3) 
Total Realized/Unrealized 

Gains (Losses) included In: 
Purchases, 

Balance, Other Sales, Transfer In Balance, 
December 31, Comprehensive Issuances and and/or Out December 31, 

2009 Losses Loss Settlements of Levol 3 2010 

L'nt;i)n5olii.la[wi atllliatc S 3f'S S 131 S 4 )̂9 

Fair Value Measurements Using Significant Unobservable Inputs (Level 3) 
Total Realized/Unrealized 

Gains (Losses) included in: 

Balance, 
December 31, 

2008 

Purchases, 
Other Sales, Transfer In Balance, 

Comprehensive Issuances and and/or Out December 31, 
Loss Settlements of Level 3 2009 

LincoMsoiiiiak-d atllli:iti.* $ .̂ ^S S 3f>X 

16. SUBSEQUENT EVENTS 

OCH completed its subsequent events review through March 31, 201 1, the date on which die financial 
statements were available to be issued. 

* * * * * * 
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